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NATIONAL POLICY AND ISSUES 


DIVISION OF COUNTRY INTO ECONOMIC ZONES URGED 


Bei jing JINGJI LILUN YU JINGJI GUANLI [ECONOMIC THEORY AND BUSINESS 
MANAGEMENT] in Chinese No 6, 28 Nov 85 pp 45-49 


(Article by Liu Zaixing [0491 0375 5281], Statistics Institute, Chinese 
People's University, "Various Problems in Integrated Economic Zoning") 


[Text] 1. Should Primary Economic Zoning Be Done 


I believe that not only should primary economic zoning be done, but that it 
should be begun as quickly as possible. This is because intermediate and long- 
range planning requires an accurate arrangement of proportional relationships 
for development between areas, a rational distribution of productivity, and 
the strengthening of macroeconomic control, all of which require delineation 
of economic zones from the outset. Though administrative zoning can take over 
the task of organizing regional economic activities to a certain extent, 
nevertheless administrative zoning arises out of political consideraticns, 
area units being d:iawn up for the sake of administrative management and 
control. The purview of these areas frequently differs from economic zones 
delineated primarily on the basis of economic factors and may readily lead to 
use of administrative methods to manage the economy for a rigid system of 
regional management that violates economic laws and that artificially cuts 
economic and technical links among areas. The laying out of productivity 
patterns in terms of three major economic areas is a major step forward from 
the use of administrative regions; nevertheless, the three major economic 
zones are a rather crude delineation that can only reflect the overall trend 
and the general outlines of the macroeconomic pattern of the entire country at 
a certain stage. Since China is a vast land in which the differences in the 
north, south, east, west,and center of the country are very great, division of 
the country into only three economic zones would make difficult the 
resolution of an equitable division of labor between one region and another 
and overall development of the economy within economic regions, which is to 
Say it would be difficult to put in place an overall trend in the patterns of 
productivity. During recent years a regional pilot project for land planning 
has been implemented in which various kinds of "economic zones" have been 
defined. Because specific tasks in zoning have varied, the purview and the 
emphasis of work have differed, and the types have been different, it has not 
been possible to dovetail one region with another or to harmonize the contents 
of one plan with another to form a multi-level interrelated economic zone 











system. Consequently, it has also been difficult to solve the problem of 
regional division of labor, and the basic regional units for laying out 
patterns of productivity have also not been suitable. The essence and major 
tasks in primary integrated economic zoning is to focus on a whole region's 
national economy under guidance of the unified state plan and in accordance 
with the objective conditions with the region and requirements for a_ regional 
division of labor to determine the region's direction of development, goals, 
Strategic focus, industrial structure, overall pattern of various construction 
endeavors, and study of regional development policies and plans, as well as 
coordination of economic activities among regions and within component parts 
of regions for economic integration. Comparatively speaking, planning of the 
patterns of production on the basis of these kinds of zoning is relatively 
scientific. 


2. Principles for Integrated Zoning of the Economy 


On the basis of the nature and mission of comprehensive zoning of the economy, 
the fundamental principles of zoning should be as follows: the existing level 
of development of production in the region, the main tasks faced, and the 
Similarities in the direction of development as well as the differences in 
these regards in each area. Internal similarities are the foundation that 
gives rise to regional economies' inherent cohesiveness. Differences from 
other regions is the basis for regional divisions of labor throughout the 
country. In terms of inherent characteristics, regional zoning amounts to the 
rational use of these differences, making the most of strengths and special 
qualities of individual areu.s to augment and perfect the national economic 
system of the entire country. 


Specifically, the following must be considered: 


First, an antegrated economic region ha to have an historically-formed, 
characteristic economic specialization and a certain amount of all-around 
economic development, or else it has to have basic conditions and potential 
for regional specialization and cverall economic development that are of 
national significance. 


Second, the region has to have a fairly high level of development of varying 
size and diverse functions, an economic hub, and a relatively well developed 
economic nucleus arna that radiates outward for some distance and that is able 
to organize and energize economic development of the entire area. 


Third is an economic and technical relationship among all regional elements in 
the region that has formed historically and that will cortinue to form. Of 
particular importance is a fairly consistent flow and a substantial volume of 
flow for the movement of principal production elements between key cities in 
the region and their areas of attraction. 


Fourth, as a matter of principle, primary integrated economic zoning should 
not upset administrative zoning and should take into consideration 
administrative zoning elements. When conflicts between the two are fairly 
great, administrative zoning should be readjusted to fit in with needs for 
development of economic 2 1es. 








Fifth, there should be no geographic overlapping among economic zones on the 
same level. 


There are several issues of principle here tha* require further study. 


First, should integrated economic zoning cover all the land in the country? 
Certain views believe this to be unnecessary. They advocate that economically 
fairly mature areas or those that will shortly become key construction areas 
should institute economic zoning; for the time being, other areas need not 
become a part of the economic zoning system. We disagree with these views. 
This is because the integrated economic zoning that we want to carry out now 
is to be based on the objective laws of regional ecunomic development, with 
zoning being used to determine the overall blueprint and overall strategy for 
regional economic development in order to bring all economic regions 
gradually from immaturity to maturity and to develop from a low level stage to 
a high level stage rather than wait for individual economic areas to develop 
to a mature stage before being divided up into economic zones. Realistically, 
economically developed areas ought to carry out economic zoning, to be sure 
that they become more mature. In the course of their development, undeveloped 
areas, including those that are not key national construction areas, also have 
their own individual economic and social problems requiring solution. In the 
division of J] ibor system throughout the country, they also have to shoulder 
national ourdens large or small, or of this kind or that. We cannot push them 
off to the side simply because they are presently backward, disassociating 
them from the main stream of national development. Therefore, they must also 
carry out economic zoning, become a part of the national system for a division 
of labor, define their individual directions of development in order to help 
coordinate on a national scale proportional relationships for the development 
of developed areas, moderately developed areas and undeveloped areas, key 
areas, and general areas. 


Second, should consideration be given to primary integrated economic zones 
being geographically dovetailed with the three major economic areas? This was 
considered in the USSR where the two major eastern and western economic areas 
individualiy include various numbers of primary integrated economic zones. 
Appropriate consideration should be given to this in China as well; however, 
this should not be the sole principle used in zoning. Because use of primary 
integrated economic zoning in the USSR for arranging the patterns of 
nationwide productivity has a fairly long history, primary integrated economic 
zoning networks have come into being, and the division into the two major 
eastern and western economic zones is used in conjunction with primary 
integrated economic zoning as macroeconomic regional elements in arranging 
patterns of productivity. Since this began only with the Seventh 5-Year Plan 
(1966-1970), the zoning of economic regions must consequently take into 
consideration the primary integrated economic zoning system that had developed 
eariier. Such is not the case in China. Of greater importance is that since 
macroeconomic region zoning is not in the same category as overall economic 
zoning, just as overall economic zoning is not in the same category as 
specialized economic zoning, geographically there is no need to impose a 
dovetailing of the two. 








Third is how to regard the role of economic centers in zoning principles. The 
sphere of attraction of economic centers and the economic and technical links 
that have been formed with the sphere of attraction are major principles in 
zoning. However, in the actual application of these principles, first, one 
cannot make them absolutes or place undue emphasis on them. Integratei 
economic zoning has to focus on the spatial organization of the whole 
reproduction process; one cannot focus solely on the commodity circulation 
link. Second, one cannot confuse the sphere of attraction with the geographic 
sphere that general commodity circulation may reach. The sphere of attraction 
of an economic center is much smaller than the area that the exchange of its 
goods reaches. The sphere of exchange of Shanghai's products extends to 
virtually every part of the whole country; however, one cannot suppose that 
the whole country is within the sphere of attraction of Shanghai. If this were 
so, a Single Shanghai economic region would be enough for the whole country. 
Third, one cannot statically look at the economic and technical spatial links 
that have already formed; one must statically estimate what effect the 
readjustment of the patterns of productivity and the structure of regional 
industries will have on economic and technical spatial links over the near 
term and the short. term as well as the trends of change that will ensue from 
this. 


Fourth, should accessibility to the sea be a principle for integrated economic 
zoning? I believe that zoning should take this factor into account, but it 
should not be a principle for zoning. China is a vast land, only one part of 
which fronts the sea. Objectively it is not possible for every integrated 
economic zone to include one or several seaports of their own. Evenif the 
entire Chang Jiang basin and the Huang He basin were to be divided into two 
large primary integrated economic zones, Xizang and Xinjiang would still not 
have their own access to the sea. 


3. Specific Division of Primary Integrated Economic Zones 


Consideration may be given to dividing the whole country into the following 
six primary integrated economic areas, Hong Kong, Macao, and Taiwan excepted 
for the time being: 


1. The northeast region including Liaoning, Jilin, and Heilongjiang Provinces 
and the three eastern leagues and one city of Nei Monggol. South central 
Liaoning, Haerbin, Changchun, and Jilin are the economic hub of this region, 
with Shenyang, Dalian, and Haerbin at its center. Marked economic 
specialization tias already taken place in this region. Among all the regional 
elements in the area and between all sectors of the national economy fairly 
close economic and technical ties have formed. The unity and integration of 
the economy is also fairly marked, making it a primary class integrated 
economic area that is fairly mature, relatively speaking. A severe shortage of 
coal and electric power and insufficient coordination in the development of 
agriculture, light industry, and heavy industry are common problems faced. 
Intensification of the exploitation of energy resources in eastern Nei 
Monggol, eastern Heilongjiang, and around Shenyang, priority development of 
industries and skills that can serve in the technical transformation of heavy 








industry with a corresponding bolstering of agriculture and light industry, 
plus making further use of the area's role as a nationwide heavy industry base 
is the orientation of development of this region. 


2. The north China region or the middle and lower reaches of the Huang He. 
This includes western Nei Monggol, Shanxi, Henan, Hebei, Shandong, Beijing, 
and Tianjin, to form an economic nucleus centering around Tianjin for the 
whole region stretching from Beijing to Tianjin and Tanggu, aJong the Ji'nan- 
Qingdao railroad line, along the Datong-Pukou line and alorg the Zhengzhou- 
Loyang line and centering around Tianjin. This area already has a fairly 
marked regional economic complexion backed by a strong coal mining industry 
and based on abundant mineral resources within the region as well as on 
agricultural raw materials of which cotton, tobacco, tussah silkworm cocoons, 
peanuts, and sesame are paramount, with fairly well developed mining, raw and 
processed materials and manufacturing industries. Historically all the 
provinces in this region have had relatively close economic and technical 
ties. Water energy is inadequate, however, and the ecological environment is 
fairly fragile. Development of transportation and communications and of 
industrial and agricultural production is particularly not in keeping with 
requirements for major construction and this is a major problem requiring 
solution. Expansion of the scale of development of mineral resources in which 
the region enjoys advantages, principally the mining of coal, active 
development of the processing and transformation of natural resources in which 
the region holds advantages, good performance in the building of energy, heavy 
industry and chemical bases, and the completion of the infrastructure, 
principally transportation, attention to ecological agriculture, revival of 
ecological balance, the building of a benign cycle in the national economic 
System, and the ecological system are the main goals of the future. 


3. The central Ciina region or the middle and lower reaches of the Chang 
Jiang. This includes Hunan, Hubei, Jiangxi, Shanghai, Jiangsu, Zhejiang, and 
Anhui. Centering around Shanghai and Wuhan, the Chang Jiang delta, Daye 
district and Zhangzhutan district in Wuhan, and the area along the Chang Jiang 
in Anhui Province are the economic hubs of this whole area. This area ic 
fairly well integrated economically, and the extent of specialization of its 
diversified industrial and agricultural production is also fairly high. 
Within the region, the north has coal energy and the south water energy; the 
north grows cotton and the south grows rice. The east possesses skills. 
capital, and human talent, and its processing capabilities are great. The west 
has natural resources and raw and processed materials. Economically, the 
eastern, western, southern, and northern parts of the region complement each 
other rather well. Strategic readjustments in the structure of the region's 
industries, using advanced technology to transform existing traditional 
industries, increasing the proportion of new technology industries, all-around 
development of the middle and lower reaches of the Chang Jiang, construction 
of a concentrated industrial area along the Chang Jiang, strengthening of 
economic and technical links among all parts of tne region, and participation 
on a larger scale in a division of labor inside and outside the country is the 
future direction of development of this region. 


4, The southeastern region. This includes Fujian, Guangdong, and Guangxi 
provinces. Centering around Guangzhou, the Zhu Jiang delta is the economic hub 








of’ this whole region. This area neighbors Hong Kong, Macao, and southeast 
Asia, and overseas Chinese capital, overseas Chinese remittances, and overseas 
Chinese skills provide strength that can be used in construction. In this 
region are concentrated the country's four large special economic zones, four 
open cities and two open economic areas. It serves as a bridge for attracting 
the foreign and linking the domestic, and as a springboard for the transfer of 
technology and the transmission of information. It is renowned throughout the 
country as being a land of fish, rice, flowers, and fruit and as a semi- 
tropical and tropical treasure land. China's oceangoing shipping lines and 
its “southern trade routes" to southeast Asia and Oceania have ports in this 
region as their origin from which distances are shortest. "Western trade 
routes" that go via southeast Asia and Africa to Europe begin from coastal 
ports and have to head south toward Singapore first before turning westward, 
and navigation routes to these areas that start from ports in this region are 
also shortest. Thus it has an extremely favorable economic and geographic 
position for taking part ina modern international division of labor. 
Development of processing industries and commodity agricultural production for 
trade, industry, and agriculture; building of entrepot ports and port 
industries for international ocean transportation; development of finance and 
banking and of information industries, and of processing industries that do 
extensive and fine processing of high and medium quality canned food and 
clothing, of semi-tropical and tropical crops, and of products of the sea; 
electronic instruments; fine chemical industries; as well as the building at 
South China Sea petroleum bases of petrochemical industries and follow-on 
industries to form a regional economic system that faces outward from China is 
the future course of developrent in this region. Development of hydroelectric 
resources of the Hongshui He azd the Min Jiang water system and navigation on 
the Xi Jiang, building of trunk railroad lines to connect the southwestern 
hinterland, and diversification of the structure and sources of regional 
energy are important requirements in solving the region's energy problems and 
advancing regional economic development. 


5. The southwestern region. This includes Sichuan, Guizhou, ‘:.mnan, and 
Xizang. Centering around Chongqing, the Chengdu-Chongqing area, the Kunming 
area, and the Guiyang area are the economic hubs of this whole region. This 
region is rich in hydroelectric power resources, vanadium, titanium, cobalt, 
bauxite, copper, lead, zinc, tin, mercury, manganese, cadmium, phosphat, 
halite, asbestos, and natural gas. The combination in a single region of 
mineral resources and hydroelectric resources is fairly ideal. The border 
region among Sichuan, Yunnan, and Guizhou provinces is also a place in which 
substantial amounts of coal and iron are found in combination. As compared 
with the eastern part of the country, this regicn has abundant energy and 
mineral resources. In comparison with the northwestern part of the country in 
which mineral resources are equally plentiful, the natural environment and the 
existing industrial and agricultural base is superior. The building of large 
numbers of large hydroelectric power stations as a foundation for the building 
in stages and in groups of integrated production bases with industries that 
consume large quantities of energy from diverse sources; the building of ‘ight 
and textile industry bases with unique regional characteristics in places that 
are self-sufficient in grain; the building of forestry bases that can be used 
in perpetuity and that have as their main purpose the conservation of water 
resources and that are based on afforestation; and the use of railroads as the 








backbone for transportation with highways being built first, plus navigation 
of the Chang Jiang and its principal tributaries in combination with 
development of hydroelectric power will be the future emphasis in opening up 
the region. 


6. The northwest region. This includes Shaanxi, Gansu, Qinghai, Ningxia, and 
Xinjiang provinces. Centered around Xi'an and Lanzhou, the central Shaanxi 
area, and the cLanzhou area are the economic hubs of this region. In this 
area, coal, water, oil, and gas energy is fairly plentiful, and there is an 
abundance of nickel, molybdenum, and platinum as well as beryllium, lithiun, 
niobium tantalum, sylvite, boron, sodium, saltpeter, asbestos, and magnesiun, 
and it is also a region of the country that is spacious and that has abundant 
land resources, particularly grasslands. The natural environment for the 
farming industry has its daunting side; on the other hand, there are long 
hours of daylight, strong solar radiation, high cumulative temperatures, and a 
great difference between daytime and nighttime temperatures that favor crop 
growth. The main problems are a scant population, lack of transportation, a 
weak economic and technical foundation, a shortage of capital, a shortage of 
skills, and a shortage of skilled people. Natural resources above and below 
the ground are a long way from having been transformed into economic strength. 
Making the most of grass, forests and minerals, using ecological agriculture 
to spur light and textile industries and to advance other industries and 
tertiary industries, curing poverty and becoming prosperous, gradually 
establishing animal husbandry, forestry, and fruit industry bases, setting up 
processing bases for animal husbandry and forest products as well as renowned 
native specialties, and establishing a basis for coal, water, oil and gas, and 
all-around use of superior mineral resources to set up key chemical industry 
bases is the course of future development in this region. 


There are still several problems here requiring further study as follows: 


First is expansion of the present Shanghai economic area to the two lakes [Tai 
Hu and Hongze Hu] to make it the central China area or the area in the middle 
and lower reaches of the Chang Jiang. This should be done mostly because the 
Shanghai economic region needs close cooperation with the areas around the two 
lakes for hydroelectric power and for raw and processed materials. 
Furthermore, transfer to the area of the two lakes of some industries that 
consume large quantities of electricity and raw materials would be also very 
convenient. Development of the area around the two lakes also requires 
establishment of economic links with the open city and open economic area in 
the Shanghai economic region, full use of the convenience that the Chang Jiang 
provides, its opening eastward to the sea, and better use of the Shenghai 
economic region's capital, technology, and skilled people. 


Second, the transitional position of Shaanxi Province is fairly apparent. It 
may be delineated as part of the middle and lower reaches of the Huang He in 
terms of its basic conditions and potential plus the course of its future 
development. With the building of energy and bases for heavy and chemical 
industries centered in Shanxi, its economic and technical links with Shaanxi, 
Henan, and western Nei Monggol will be further strengthened. However, 
inasmuch as the removal of Shaanxi from the northwest region would mean that 
the northwestern region of the country would lack a fairly powerful economic 











center and a fairly well developed province that serves as a forward moving 
base for the economic development of the whole area and without which the 
formation of a regional economic network would be difficult, its inclusion as 
part of the northwestern region would be preferable. Similerly, were Sichuan 
Province to be withdrawn from the southwestern region and made into an 
independent economic region, similar problems would occur. 


Third, development of Xinjiang and Xizang is of special strategic 
Significance. However, were they to be made separate primary level integrated 
economic regions, they would obviously lack requisite conditions. For a long 
time to come, both Urumqi and Lhasa will be unable to stand as economic 
centers of a primary level integrated economic region. Therefore, they should 
be made respectively a part of the northwestern region and the southwestern 
region and where circumstances warrant, they may be made secondary integrated 
economic regions in the northwestern region and the southwestern region. 
Wouldn't such a division mean that the northwestern region and the 
southwestern region were too large? A look at the historical process of 
development of regions shows that the geographic size of a region iis 
frequently in inverse proportion to economic strength. The size of an economic 
region that is economically in the developmental stage or maturing stage is 
frequently greater than the size of a region that is economically mature. The 
land area of the USSR east of the Urals accounts for three-fourths of the 
USSR's land area, yet it has been divided into only five primary integrated 
economic regions. These regions are much larger in size than the economic 
regions to the west of the Urals. At the present stage, the economy of the 
northwestern and southwestern parts of China is fairly backward, so it makes 
some sense for these regions to be somewhat larger. One cannot generalize as 
to whether it is better for a region to be larger or smaller. Of paramount 
importance is whether it can fairly completely give expression to the main 
principles of zoning, and whether it helps realize the main tasks of zoning. 


Fourth is the issue of the jurisdiction in which Guangxi should be located. If 
one takes’ into account that the southwestern region is accessible to the sea, 
and if one takes into account the coal fields in Guizhou and eastern Yunnan, 
the phosphate rock and the development of hydroelectric power from the 
Hongshui He in Yunnan and Guizhou, the construction of railroads between 
Nanning and Fangcheng and between Nanning and Kunming, which will strengthen 
Guangxi's economic and technical links with Yunnan and Guizhou, making Guangxi 
a part of the southwestern region makes sense. However, a look at the 
historical, present, and future direction of development of the region shows 
economic and technical ties between Guangxi and Guangdong provinces, which are 
closer and more broadly based in an overall sense. In particular, when one 
takes into consideration the opening of China to the outside world and _ the 
effects on the pattern of China's productivity resulting from participation in 
the contemporary international division of labor, inclusion of Guangxi with 
Guangdong and Fujian provinces in a southeaster coastal economic region is 
more appropriate. 


In passing, if one takes into consideration the undeveloped state of China's 
communications and transportation at the present stage, the too low a density 
of the road network, very great economic and natural disparities, then 
overall, smaller regions make more sense in helping organize regional economic 








activities. In addition, in view of the pattern of key construction by the end 
of this century and its effects on regional development, one might consider 
some readjustments in the foregoing zoning, zoning the country into the 
following 10 primary level integrated economic regions: 


1. The northeast region including Liaoning, Jilin, Heilongjiang, and three 
leagues and one city in eastern Nei Monggol; 


2. The Beijing-Tianjin-Hebei region; 


3. The Shanghai economic region including Shanghai, Jiangsu, Zhejiang, Anhui, 
Jiangxi, and Shandong; 


4, The Fujian, Guangdong, Guangxi region; 


5. The Shanxi economic region including western Nei Monggol, Shanxi, Ningxia, 
Shaanxi, and western Henan; 


6. The central China region including Hubei, Hunan, southern Shaanxi, and 
eastern Henan. If Sanxia Province is established, it would also be included 
here; 

7. The Gansu-Qinghai region; 

8. The Xinjiang region; 

9. The Xizang region; 


10. The Sichuan, Yunnan, Guizhou region. 
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2 June 1986 


NATIONAL POLICY AND ISSUES 


VICE MINISTER URGES IMPROVING COMMUNICATIONS SERVICE 
Beijing QIYE GUANLI [ENTERPRISE MANAGEMENT] in Chinese No 52, Dec 85 p 4 


[Article: "Communications Enterprises Should Strive To Improve the Quality of 
Service"] 


[Text] Yuan Baohua, vice minister of the State Economic Commission, delivered 
a speech at the National Forum on Communications Work. He said: All people 
and all sectors of the national economy are very concerned with and have great 
expectations on communications, transport, and telecommunications undertakings 
as a whole. Over the years, all comrades of communications, transport, and 
telecommuni*ations departments have made great efforts which can be summarized 
in two phrases: 1) fast development and 2) great achievements. In the past few 
years, the export volume of Shanxi's coal has increased 10 million tons 
annually, which is a very high growth rate. Things which need to be improved 
can also be summarized in two phrases: 1) provide convenience for customers 
and 2) pay attention to safety. How can we solve problems in these two areas? 
A very important rule is to implement conscientiously the remarks made by 
Premier Zhawat the party congress when he was explaining the proposal for the 
"Seventh 5-Year Plan." Premier Zhao said: "We should improve the quality of 
enterprises by coming to grips with the two links of improving the quality of 
products and reducing the consumption of goods and materials. In China, 
enterprises' technology is backward, but management is worse. Necessary 
technological transformation should be carried out during the "Seventh 5-Year 
Plan" period, but judged from actual conditions, improving and strengthening 
Management to raise administrative and managerial standards is of more urgent 
and immediate significance." We should attach great importance’ to 
strengthening the management work of transport and  telecommunications 
enterprises. 


Comrade Yuan Baohua made four concrete suggestions: 


1. All communications, transport, and telecommunications enterprises should 
consider improving service quality and strengthening safety as the central 
task of enterprise management and consider improving economic results as_ the 
central task of their work as a whole. They should implement the spirit of 
giving first priority to quality and safety. Communications, transport, and 
telecommunications departments are all service departments. They should gear 
to the need of national economic development, conscientiously resolve the 
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problems of inconvenience and poor safety for the masses, improve service 
quality, and strengthen safety work. A general quality inspection was carried 
out recently. Since social demand for manufactured goods exceeds supply, some 
enterprises begin to ignore quality. This is not right. When we say 
improving economic results, we mean unifying enterprises' economic results 
with social results. Only when social results are placed in the first place 
can enterprises' economic results have practical significance. 


2. Great importance should be attached to strengthening the basic work of 
enterprise management. Some 50,000 state-owned industrial, communications, 
transport, telecommunications, and construction enterprises have undergone 
consoldiation. Although enterprises have been accepted as up to standards 
after the consolidation, the basic work of enterprise management is still very 
weak. During the general industrial survey, many problems have been exposed 
in the basic work of enterprise management. Some enterprises have been 
accepted as up to standard after the consolidation, but they fail to fill out 
50 percent of the blanks on the forms of the general survey. This very much 
deserves our attention. The general industrial survey serves to acquire a 
better picture of our national conditions and strength and therefore all 
blanks on the forms must be filled out completely wend properly. However, with 
regard to our enterprises' basic work, some original records are incomplete, 
some measuring equipment is inadequate, and some quotas and standards are 
nonexistent. Leading comrades at all levels, especially enterprises' leading 
comrades, must attach great importance to this matter and strengthen the six 
basic works of enterprise management. 


3. Efforts should be made to strengthen modernized management of enterprises. 
In other words, we should add a new step next year on the basis of enterprise 
consolidation and acceptance. Advocating modernized management is one of our 
important means to improve service quality, strengthen safety work, and tap 
enterprises' potential. When we carry out technological transformation, we 
need modernized management as a foundation. If we have modernized equipment 
and technology, but no modernized management, raising the technological 
standards of enterprises will be nothing but empty talk. 


4, The management work of communications, transport, and telecommunications, 
like all other work, should pin hopes on reform. While carrying out decontrol 
and advocating flexibility, efforts should be made to do a good job in the 
internal economic responsibility system of enterprises to arouse fully the 
enthusiasm of the broad masses of staff members and workers for making a 
common success of enterprise management and enable our equipment and resources 
to be used rationally to yield maximum economic results. 
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NATIONAL POLICY AND ISSUES 


REASONS FOR CARRYING OUT PRICE REFORM PRESENTED 
Kunming YUNNAN RIBAO in Chinese 3 Jan 86 p 3 


{Article by Bei Xi [0554 6741]: “Why Is It Necessary To Carry Out the Reform 
of the Pricing System?"] 


[Text] Since last year, in accordance with the clear stipulations of the 
central government, we have made an important step in the reform of the 
pricing system and readjusted some irrational price parities by increasing 
prices which should be increased and reducing prices which should be reduced. 
This has played a positive role in accelerating the development and 
circulation of commodity production, increasing the supply of non-staple 
foodstuff to urban areas, improving the living standards of urban residents 
and alleviating shortages in energy supply and communications facilities. 
However, some comrades do not understand the situation as a whole and are used 
to the long time practice of unitary circulation channels and unified state 
prices. Therefore, they are not used to seeing market prices going up and down 
nor do they understand why prices vary constantly since the launch of price 
reform. They even begin to complain and resent it, saying that the price 
reform is the "idea" of a few experts. They question whether the orientation 
of the price reform is correct. 


Are these doubts justified? To answer this question, we must first get a 
clear picture of the current situation of China's pricing system. In the past, 
due to certain reasons, we always considered the law of value as something 
that can be willfully restricted and transformed by socialism; we also 
exercised stifling control over commodity prices. Because of this plus other 
irrational factors left over from the old society, China's current pricing 
System is very confusing, which is mainly demonstrated in the following areas: 


1. Price parities between different commodities are irrational. The prices of 
mineral products, raw and semi-finished materials, and energy resources are 
too low whereas the prices of processed goods are too high. Coal is the food 
of industry, but the price of China's coal is equivalent to only a small 
portion of the price on the international market. According to some local 
statistics, in 1983, the production cost for 1 ton of coal was about 29.82 
yuan but the ex-factory price was only 23.62 yuan. Plus other expenses, 
producing 1 ton of coal incurred over 9 yuan of loss. A similar situation also 
exists in Yunnan's non-ferrous mineral products. In addition, enterprises, 
which use China's cheap raw and semi-finished materials and energy resources 


12 





to carry out processing, make profits whether their processing and management 
are good or poor because surplus products created by the mining industry are 
transferred to processing enterprises through an exchange of unequal value. As 
a result, mining and ore dressing are strenuous but not lucrative, some plants 
and mines have suffered losses for a long time, their staff members and 
workers' production and living conditions cannot be improved accordingly, and 
their production develops slowly, whereas processing enterprises gain good 
profits and develop fast in spite of poor management, backward production 
techniques, low labor productivity, and high cost of production. This is like 
"making bricks without straws" in industrial production, resulting in the 
stockpiling of large amounts of processed goods. 


2. There is little difference between the prices of similar commodities of 
different qualities. Those with higher quality are not priced higher than 
those with lower quality. Take bicycles as an example. "Feige" 101, which is 
a popular brand made in Tianjin, and "Fenghuang" 12, which is made in 
Shanghai, are sold at 155 and 149 yuan respectively. Some non-popular brand 
products are much inferior than popular brands in regard to appearance and 
performance, but their prices are only 10 yuan lower. As a result, popular- 
brand bicyles are in short supply while non-popular brand bicycles are in 
excess supply. Take soy sauce, which is a daily necessity, for another 
example. There are two prices on the market. One is ordinary soy sauce, which 
is sold at 0.3 yuan per kg. The other is spiced soy sauce, which is sold at 
0.48 yuan per kg. The price difference is less than 0.2 yuan. Yunnan 
Province has some traditional popular-brand soy sauce such as Tuodian Soy 
Sauce of Shuangbo and Tonghai Soy Sauce which require different production 
techniques and raw materials and have different cost of production, but it is 
very difficult to develop them because price differences resulting from 
quality differences have not been expanded. 


3. The state purchasing prices of farm and sideline products are higher than 
their sales prices. In order to solve the historical problem of the 
excessively wide scissors price differential of industry and agriculture, in 
the past few years the state has increased the purchasing prices of farm and 
Sideline products substantia)ly and allowed their sales prices to remain 
unchanged. All these measures are necessary and correct, but they have caused 
a new problem. That is: State price subsidies for farm and sideline products 
have increased year after year. For instance, the purchasing price of rice 
plus processing and management fees average 0.5 to 0.6 yuan per kg and in 
Kunming City, rice is sold to urban residents at about 0.3 yuan per kg. 
Normally, when there is a bumper harvest, state burdens should be reduced. 
Now, the situation is just the opposite. The more bumper harvests there are, 
the heavier state financial burdens become and the more subsidies are required 
to make up the differences between purchasing and sales prices. In 1983 
alone, state price subsidies cost 34 billion yuan of state revenue, equivalent 
to a fourth of annual state revenue. At the same time, because state 
financial resources are limited, it has also affected the further development 
of agriculture. 


4, Some businesses of the tertiary industry have low fee standards and the 


service industry has long been run as a welfare business, resulting in a lack 
of vitality and slow progress and causing many areas to suffer shortages of 
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housing, transportation, tailoring, and bathing facilities. For instance, our 
housing costs only several fen per square meter for low standards and merely 1 
to 2 jiao for high standards. Such housing fees cannot even cover maintenance 
and repair expenses. The backwardness of the tertiary industry is also an 
important cause of enverprises managing society, thereby hindering the 
improvement of the economic results of society. 


The above explains that aan irrational pricing system is unfavorable to 
planning and managing the national economy, correctly evaluating the 
management results of enterprises, implementing the principle of to each 
according to his work, unclogging the circulation of goods and materials 
between urban and rural areas, and satisfying the people's daily needs. 
Therefore, it has become imperative and absolutely necessary to reform the 
pricing system in a planned and step-by-step manner in accordance with the 
requirements for the exchange of equal value and changes in the supply and 
demand relation, according to the development of production and state 
financial capacity and under the prerequisite of ensuring gradual increases in 
the people's actual income. If we can basically smooth out our pricing system 
in a 5-year period and lay a solid foundation for China's economic 
revitalization in the next 10 years, our nation will be prosperous and the 
final beneficiary will be the broad masses of people. It is thus clear that 
the current price reform is by no means a "bad idea" espoused by a few 
experts, but a major policy to enrich the nation and benefit the people. 
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2 June 1986 


NATIONAL POLICY AND ISSUES 


PRICE INCREASES JUSTIFIED IN SOCIALIST SOCIETY 
Kunming YUNNAN RIBAO in Chinese 3 Jan 86 p 3 


[Article by He Yang [4421 5017]: "Are ‘Static Prices' A Superiority of the 
Socialist System?"] 


[Text] Some comrades say: "I would rather have static prices and no raises." 
Others believe that static prices are the superiority of socialism. These 
comrades are probably not sincere when they say they "would rather have no 
raises." What they really want is that prices remain unchanged. They think 
that price reform is the same as a price increase and a price increase 
violates socialist principles. Equating price reform with a price increase is 
a sheer misunderstanding. Let us set aside this question for now. Here, I 
would like to discuss the questions of whether it is possible to have "static 
prices" in reality and whether static prices are a superiority of socialism. 


As a socialist country, China naturally pursues a price policy that brings 
about basic stability. But stabilizing prices is not the same as freezing 
prices. It has two implications: 1) The general price indexes should remain 
generally stable; and 2) the prices of major products which affect the 
national economy and the people's livelihood should not be changed easily. 
Demanding that the prices of all products remain unchanged is improper and 
impossible both in theory and practice. We understand that price increases 
and decreases of all commodiites are determined by their value--namely, social 
labor time required for producing them--and affected by the supply and demand 
relation. When a certain commodity is in short supply, its price will go up 
and beyond its value. When it is in excess supply, its price will go down and 
even below its value. At this time, the supply and demand relation will 
develop toward the opposite direction. It is in this way that value and price 
and production and demand affect and change each other. Therefore, it is 
absolutely normal for product prices to vary within a certain range in 
accordance with the changes in the cost of production and the market supply 
and demand situation. 


Take pork as an example. The elders all know that in history there has always 
been an issue of price ratio between pork and grain. Under normal 
circumstances, the ratio is generally 1:5--namely, the price of 1 jin of pork 
equals the price of 5 jin of grain. This is the reason why the peasants are 
willing to raise hogs and why there is plenty of pork supply on the market. 
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Why is it necessary to maintain this rational price ratio? In economic terms, 
it is because the price is determined finally by value. To raise a pig, the 
peasants have to feed it grain, find greenfeed for it, build a pigpin, and 
keep it clean of manure. When the pig is ill, they have to send for a 
veterinarian. The money they spent and the labor they put in is what we 
called necessary social labor consumed in production. If the peasants cannot 
get compensation for their labor and gain some profits by selling pork, their 
enthusiasm for raising hogs will be dampened. Our past policy was to assign 
purchase quotas for hogs and allow above-quota grain to be sold at higher 
prices, resulting in an irrational price ratio between pork and grain, one 
that was much lower than 1:5. The peasants calculated and felt that it was 
not worth the efforts; therefore, hog production was slow and market supply 
was reduced. Since the pork price was decontrolled, in spite of price 
increases, price ratio between pork and grain has become more rational as each 
day goes by, the peasants’ enthusiasm for raising hogs has been aroused and 
market supply has increased. This explains that price increases and decreases 
are not determined by the people's subjective wishes. Instead, prices vary 
according to changes in the value of commodities and the supply and demand 
relationship. 


In the past, for many reasons we considered the law of value as something that 
can be willfully restricted and transformed by socialism, as if the state 
could set prices freely without having to abide by any objective laws. But 
the reality is not so. The "Decision of the CPC Central Committee on the 
Reform of Economic Structure" made a major breakthrough in socialist economic 
theory by clearly pointing out that China's economy is a commodity economy 
based on public ownership. Under a commodity economy, China must recognize 
the function of the law of value. Adopting administrative means to fieeze 
prices may prove effective for a short period of time, but long-term deviation 
of prices from value would cause serious effects on production and living 
standards and lead eventually to price readjustment. For instance, machine- 
made wrist-watches have been highly priced for many years. Their production 
cost is only a little over 10 yuan, but their sales price is over 100 yuan. 
Stimulated by large amounts of taxes, many provinces and municipalities have 
built wrist-watch plants and caused the supply to exceed the demand and many 
products to become stockpiled. Since coal prices have been low for a_ long 
time, many provinces and municipalities are unwilling to invest in coal mines 
and would rather ask the state for coal. Naturally, coal has become a product 
in short supply and its prices must be increased. 


Some comrades cherish the memory of the price control situation before the 
1970's and even believe that only that kind of practice can demonstrate the 
superiority of socialism. In fact, this is a misunderstanding. The law of 
value functions whereever there are commodities and commodity production. The 
difference is that in a capitalist society, due to the anarchy of production, 
the production and sales of various commodities are regulated automatically by 
the law of value through price increases and decreases. In a_ socialist 
society, due to the public ownership of means of production, the production 
and distribution of various major products are arranged by state plans; 
therefore, it is possible to use the law of value to guide the national 
economy through the readjustment of market prices and develop toward a correct 
orientation to meet state interests and satisfy the people's demands. In this 
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sense, China's current readjustment of an irrational pricing system in 
accordance with actual conditions, which has caused price hikes for some 
commodities and price reduction for others, is not a bad thing, but a good 
thing. It should not be considered as a capitalist practice, but as 
socialist superiority brought into play. 


In the past, we exercised stifling control over prices. Very little 
readjustment was made even when the production cost of some commodities had 
changed drastically or prices were obviously irrational. Especially during 
the "Cultural Revolution" period, the government, for fear of market 
confusion, ordered a price freeze which lasted for 10 years. As a result, the 
production of many commodities was insufficient, supply fell short of demand, 
and commodities were distributed according to dozens of coupons to people 
standing in long lines. Some commodities could never be seen on the warket 
except for their price tags. China had to import large amounts of grain, 
cotton, and oil until 3 and 4 years ago. Historical experience tells us that 
"price stability" achieved by freezing prices through administrative means is 
no more than a false appearance. It is actually a "hidden price increase." At 
the same time, wages cannot be raised for a long time either. This does not 
conform to objective economic laws. It might also create confusion of 
economic relations. 


In sum, the thought that one "would rather have static prices and no raises" 
is impractical. It is not feasible in real life. It is also not favorable to 
improving the people's living standards. In the course of price reforn, 
outdated ideas like this should be changed. 
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NATIONAL POLICY AND ISSUES 


PRICE REFORM IMPROVES LIVING STANDARDS 
Kunming YUNNAN RIBAO in Chinese 3 Jan 86 p 3 


[Article by Shen Jun [3088 3182]: "Is Price Reform Aimed To Take Advantage of 
the People?"] 


(Text] Our purpose of reforming the irrational pricing system is to 
straighten out prices, achieve a benign circle of economy, and bring about 
healthier and more balanced economic development in China. Fundamentally 
speaking, it is for the interests of the people. But when some comrades saw 
that prices increased for some commodities in the reform, they commented: "To 
put it bluntly, price reform is price increase. The fact is that the state 
has problems and is trying to shift them to the people." 


This is a misunderstanding. We can see from the initial price readjustment 
carried out since 1978 and the actual conditions of reform that price reform 
is to carry out structural readjustment, adjust irrational price ratios, 
reduce prices that should be reduced, and increase prices that should be 
increased. Not all prices have been increased. As for state problems, the 
fact is that everybody can see and feel how good the current political and 
economic situations are in China. In the past 7 years since the 3d Plenum of 
the 11th CPC Central Committee, an excellent political situation of stability 
and unity has been brought about gradually, the economy has become 
increasingly vigorous, the task of striving to achieve a fundamental turn for 
the better in the financial and economic situation has been basically 
fulfilied, and the national economy as a whole has entered a stage of steady, 
sustained and balanced development. In 1984, China's total industrial output 
value exceeded 1 trillion yuan, an increase of almost 1-fold over 1978. China 
reaped a great bumper harvest for 6 consecutive years. In 1984, China's per- 
capita grain output reached the world level of 400 kg. Commodity circulation 
has developed rapidly and the situation of slow production development and 
slow improvement of the people's living standards over the years has also been 
reversed fundamentally. As far as Yunnan Province is concerned, great 
achievements have been scored in economic development and other socialist 
undertakings and prospects are very good. The economy has increased steadily 
and continuously. In the past 4 years, the gross value of industrial and 
agricultural output von the average increased 11.1 percent a year; the national 
income, 10.9 percent; the retail sales of social commodities, 14 percent; and 
revenue, 17.3 percent. After the readjustment of industrial lineup in the 
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past few years, the ratios tstween industry and agriculture and between light 
and heavy industry have gradually become balanced. The ratios between 
accumulation and consumption and between production and construction have also 
become rationalized. Initial changes have been made in the closed-door 
economic system. Urban and rural areas have witnessed the prosperous 
phenomenon of the common development of various economic forms. The masses’ 
living standards have been continuously improved. Such an excellent situation 
has been rare in the past 36 years since the founding of new China. Judged by 
the country as a whole, things are not getting worse but better than ever. We 
are now advancing toward the comfortably well-off level. There is no need to 
take advantage of the people. Of course, the state does have some problems. 
For instance, during a certain period of time, too much currency was put in 
circulation, the scale of capital construction was overextended, and credit 
and consumption funds increased sharply. All this has created some problems, 
but they are only minor problems that arise in the course of advance. The 
state is working on then. Some have already been solved to certain degrees. 
Therefore, there is absolutely no need to take advantage of the people. 


We understand that the current pricing system still has many problems and that 
the reform is a must if we want to develop the national economy in a healthy 
and continuous manner. However, the price issue concerns the relations of 
economic irterests among the state, collectives, and individuals, among 
different individual laborers and among different economic organizations. It 
has a vital bearing on the daily life of millions of reople. Without the 
basic guarantee of a stable and united political environment and the 
precondition of an excellent economic situation and certain material 
foundations, it will be impossible to carry out the reform of the pricing 
System. During the period when "the class struggle was considered as the key 
link" and endless political movement was carried out, price reform was of 
course out of the question. During the period when thousands of people took 
to the street to "do away with the party committee to carry out revolution " 
and to stop production and schooling to "carry out revolution," goods and 
materials were scarce and the national economy was on the brink of collapse, 
not to mention the reform of the pricing system. The only solution then was 
to freeze prices and issue various kinds of ration coupons. It is the 
foundation and support of the current excellent situation that made it 
possible to carry out the reform of the pricing system. Our current reform of 
an irrational pricing system is to carry out voluntary price readjustment to 
bring about healthier and more balanced economic development during a period 
in which production is developing and the people's living standards are 
improving. It is totally different from the situation in which crisis was 
shifted to the people through passive runaway inflation and all-round price 
increases resulting from the worsening economic situation that once occurred 
in China before the liberation and in foreign history. 


A basic principle for our price reform is to guarantee that the actual income 
of the broad masses of urban and rural residents is not reduced because of 
price readjustment. After the decontrol of pork prices, Yunnan Province 
issued a certain amount of price subsidies to urban residents in order to 
guarantee that the people's actual living standards do not decline because of 
the decontrol. From January to October 1985, Yunnan Province issued 66.27 
million yuan of meat subsidies to the residents. The figure was estimated to 
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reach 89.3 million yuan by the end of 1985. To reduce the people's expenses 
on meat, poultry, eggs, vegetables, and coal, state financial departments also 
issued loss subsidies to food, poultry and egg, vegetable, and coal 
companies. It is estimated that this year Yunnan Province will spend a _ total 
of 170.2 million yuan for the subsidies of policy-related money-losing 
commodities and for the meat subsidies of the residents, an increase of 71.41 
million yuan over 1985. Of course, in the course of price readjustment, it is 
impossible to subsidize everything. For instance, the prices of some fresh 
and live commodities will increase slightly during the initial period of price 
decontrol. For another instance, the prices of low-priced, small commodities 
will also increase after the decontrol, but after awhile, there will be more 
commodities on the market and the prices will drop back to the original level. 
This is what we called market mechanism and regulation. Because of this, we 
cannot deny that readjusting the prices of some products can directly and 
indirectly make the price indexes of retail sales go up within a certain 
period of time. The state has managed to keep the increase of the price 
indexes of retail sales under the lowest limit. At the same time, the state 
should make appropriate arrangements to increase the income level of the 
people. Following the 3d Plenum of the 11th CPC Central Committee, the party 
and the government readjusted workers’ wages on a relatively large scale on 
four occasions in 1979, 1981, 1982, and 1983. In 1985, wage reform was 
carried out on the prerequisite of raising wages Yor all staff members and 
workers. Since this wage reform is aimed at gradually establishing a rational 
wage system and workers pay will not increase substaitialiy, the scale of 
price readjustment is also limited. We are taking small steps, one step at a 
time. We know that the prices of some products are irrational, but we will 
not readjust them for the time being. At the same time, the state has also 
strictly stipulated that no one and no unit is allowed to take advantage of 
the reform and increase prices indiscriminately to encroach upon consumers’ 
interests; if they do, they will be dealt with severely. 


In sum, if we must say that price reform is aimed at the people, we may say 
that it is aimed to benefit the nation and the people and guarantee that the 
people's living standards will not decline but improve continuously. 
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NATIONAL POLICY AND ISSUES 


VICE MINISTER URGES FULL USE OF EXISTING EQUIPMENT 
Beijing QIYE GUANLI [ENTERPRISE MANAGEMENT] in Chinese No 52, Dec 85 pp 5-6 
[Articles "Fully Develop the Potential of Existing Equipment" ] 


(Text] Zhao Weichen, vice minister of the State Economic Commission, 
delivered a long report at the National Forum on Communications Work which was 
held recently. After reviewing the current situations of communications, 
transport, and telecommunications and analyzing the situation of the "Seventh 
5-Year Plan" period, he addressed in particular the several tasks that need to 
be done well in the "Seventh 5-year Plan" period: 


1. Increase Transport Capacity and Make Proper Arrangements for the Transport 
of Major Goods and Materials and Passengers 


In the first few years of the "Seventh 5-Year Plan" period, all areas and 
departments should on the one hand do a good job in construction to increase 
capacity and on the other hand strengthen technological transformation and 
equipment upgrading of existing railways and harbors, adopt emergency measures 
to increase the traffic capacity of bottle neck areas, rush to repair some 
coal transit lines, traffic diverting lines, and connecting lines, as well as 
merge and yield stops, step up efforts to manufacture some locomotives and 
freight and passenger cars, speed up the transformation and construction of 
some berths, expand lighter tranport operations, strengthen the organizational 
work of transportation, make full use of highway, inland waterway, and air 
transport, tap potential, and strive to increase passenger and freight volume. 


Transport arrangements should be made according to the principle of making all 
round arrangements with consideration for both passengers and freight and 
taking into account general tasks with key ones guaranteed. The transport of 
coal, petroleum, grain, steel products, timber, cement, light and textile 
products, market supplies, and import and export commodities, which affect the 
national economy as a whole, should be considered as key tasks and 
arrangements should be made accordingly. Best possible arrangements should 
also be made for the tranport of other goods and materials. 


21 











2. Do a Good Job in Reform and Allow Further Decontrol and Flexibility 


Prority must be given to reform in order to accelerate the development of 
transport and communications. 


A. Do a good job in streamlining administration and decentralizing power to 
increase the vitality of enterprises. In reform, railway and posts and 
telecommunications departments should correctly handle the relationship 
between centralization and enterprise flexibility. The dispatch and control 
of railway transportation and the posts and telecommunications network should 
be centralized while enterprise administration and management must be 
decentralized and flexible. Water, highway, and air transport departments have 
decided to separate government functions from enterprise management. Efforts 
should be organized to carry out this decision in a step-by-step manner. 
Administrative departments should gradually shift their main energies from 
enterprises directly under their control to industrial management, strengthen 
macro-control, and render better service. Harbors and navigation operations 
should be placed under separate management, railway stations and transport 
brigades should be separately established, and airports and airlines should be 
separated. Conscientious efforts should be made to lower the administrative 
level of the harbor system. There should be only one harbor administrative 
bureau for each harbor city to avoid confusion created by multiple 
administrative departments. When carrying out the reform of enterprise system, 
all areas and departments should first let enterprises have the powers to 
which they are entitled. 


B. Continue to relax rules and allow more flexibility to arouse the enthusiasm 
of all fields. Efforts should be made to encourage everybody to engage in the 
construction of transport, posts, and telecommunications facilities. Except 
for transport, posts, and telecommunications departments, all trades and 
professions are allowed to take up this undertaking alone or with cooperative 
efforts under the guidance of state plan. The state, localities, departments, 
and enterprises should make concerted efforts and raise funds through various 
channels such as loans, pooled funds, and foreign capital to build railways, 
wharfs, highways, airports, and posts and telecommunications facilities and 
purchase vehicles, ships, and airplanes. With regard to Chinese-foreign joint 
ventures for the construction of harbors and wharfs, policies should be 
relaxed, the time limit of the joint venture may be allowed to exceed 30 
years, and preferential tax treatment may be granted. With regard to private 
wharfs and other special facilities built by enterprises, whoever built them 
should control and benefit from them. Loans used to build expressways, first- 
grade highways, high-standard second-grade highways, bridges, and tunnels may 
be repaid by collecting fees. 


Transport monopoly and departmental and regional barriers should be 
eliminated. The state, collectives, and individuals should be encouraged to 
engage in transport business at the same time and compete with each other. 
Such facilities as harbors, river ports, airports, and railway stations should 
be socialized to serve ail vessels, vehicles, and airplanes engaged in 
transportation. 
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C. Strengthen legislation and do a good job in ccntrol. Pertinent laws and 
regulations should be formulated for the development of transport, posts, and 
telecommunications undertakings so as to exercise control according to law and 
protect the enthusiasm and lawful rights and interests of all trades and 
professions for developing transport and communications. It is necessary to 
strive to establish, within 2 to 3 years, organic laws concerning railways, 
highways, harbors, aviation, and telecommunications and formulate urgent rules 
and regulations concerning the contracts of freight transport and joint 
transportation. Before national laws and regulations are promulgated, local 
laws and regulations may be formulated in all areas in accordance with local 
reality and reported to provincial (autonomous region or municipal) people's 
governments to be approved for implementation. 


3. Do a Good Job in the Rational Division of Labor Among Different Modes of 
Transportation 


Rational division of labor should be carried out in the development of various 
modes of transportation. To organize rational division of labor in transport, 
it is necessary to pay attention to developing the advantages of "long 
distance, large volume, and heavy load" in rail transport and the advantage of 
flexibility in highway transport, make full use of river transport, and attach 
great importance to the development of civilian air transport. 


4, Strengthen Control and Strive To Improve the Quality of Transport and 
Communications Services 


Currently, rough handling of cargoes, ill treatment of passengers, and mail 
delays and abandonment still happen now and then. All areas and departments 
should vigorously consolidate and develop the results of enterprise 
consolidation and strengthen basic work. Conscientious efforts should be made 
to organize the people to implement the eight measures put forward by the 
"Circular on Strengthening the Work of Improving the Quality of Freight 
Transport in a Comprehensive Manner" issued by the State Economic Commission. 
Those who incur losses due to illegal operations and rough handling of cargoes 
should be carefully investigated, dealt with severely, and held responsible 
for the compensation of the losses. Those who abandon leadership and neglect 
duties should be investigated and held responsible. Those who are rude toward 
passengers and those who deliberately delay and abandon mail should be 
promptly investigated and punished. Unhealthy tendencies such as concocting 
various pretexts to collect fees and jack up prices indiscriminately under the 
names of reform and flexibility should be corrected immediately. Illegal 
activities such as using one's powers for illegal sales of railway carriages, 
cabin seats and tickets, giving or receiving bribes, blackmail, graft, and 
embezzlement should be banned resolutely. 


5. Develop Local Communications 


For some time to come, efforts should be concentrated on transforming main 
economic highways, highways entering and exiting large and medium-sized 
cities, highways diverting traffic from harbors, railway stations, and areas 
where passenger and freight traffic is heavy; the dead ends of trunk lines 
should be openned up and connected to other roads; ferries should be changed 
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to bridges step by step; and highways of relatively high standards should be 
built to speed up road construction in old revolutionary bases and minority, 
border, and impoverished areas. 


To develop inland navigation, attention should be paid to harnessing and 
developing river courses and removing lock gates and embankments that obstruct 
navigation to improve navigation conditions. It is necessary to develop new- 
style boats and ships, replace wooden ships and technically backward ones, and 
popularize the use of push barges. Local areas may use their own investment, 
join investment with central departments or use their investment plus a proper 
amount of state subsidies and take advantage of favorable local conditions in 
regard to dismantling, removal, land purchase, and recruiting to carry out 
local railway construction. 


6. Vigorously Develop Container and Joint Transport 


E*forts should be made to see to it that by the year 1990 all export goods 
suitable for container transport are basically transported by containers and 
that 5-ton containers are widely used on main domestic transit lines. 


7. Speed up the Development of Posts and Telecommunications 


Various means and technology should be used to develop posts’ and 
telecommunications through different levels in a step-by-step manner. Great 
efforts should be made to strive to alleviate the shortage of posts. and 
telecommunications facilities within a relatively short period of time. 


12302 
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JPRS=CEA+86-065 
2 June 1986 


NATIONAL POLICY AND ISSUES 


JINGJI RIBAO OBSERVER COMMENTS ON INDUSTRIAL DEVELOPMENT 
HKO21304 Beijing JINGJI RIBAO in Chinese 28 Apr 86 p 1 


[Observer's article: "Take a Cool and Positive Attitude Toward the 
Current Rate of Industrial Development" ] 


[Text] Some noticeable conditions have appeared in our country's 

industrial production during the lst quarter of this year. Industrial 
output in January surpassed that in the same month of last year by 5.6 percent 
(output in December last year was 10.2 percent more than that in December 
1984) but dropped by 5.6 percent as compared with December last year; 

output in February was 0.9 percent higher than that in the same month 

of last year but continued to drop as compared with that in January this 
year; and the national average output in March rose by 6 percent as compared 
with that in the same month of last year; but various regions differed 
greatly from one another in output. What attitude should we take toward 
this "small fluctuation" in this year's industrial growth rate and what 
lesson should we learn from it? This is an important question concerning 
our assessment of the current economic situation and our correct guidance 
over economic work. 


—_— 


On the one _hand,—sufficient attention should be paid to the decline in 
growth rate. The growth rate has lowered a bit too much in the first 

2 months of this year. This excessive decline should not be mistaken as 

a normal effect of the macroeconomic policy and therefore regarded as 
unimportant. Many regions have promptly studied the reasons for the 
decline in growth rate and adopted practical measures to organize production 
and maintain a certain growth rate. This is utterly essential. We should 
not set unrealistically high targets. However, while improving economic 
benefits and coordinating the proportions, we should strive for a 
considerably high growth rate. A high or low economic growth rate is an 
important indication of the good or poor economic situation of a country. 
This year is the lst year of the Seventh 5-Year Plan period. It is 
necessary for industrial production to maintain a certain growth rate, 
whether judging from the point of accomplishing the Seventh 5-Year Plan 

or accomplishing this year's plan, and whether judging from the point of 
satisfying the needs of the current national construction and the people's 
growing livelihood demands or from the point of promoting the reforms and 
consolidating and developing the excellent economic situation. 
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On the other hand, there is no need for alarm at the temporary decline 

in growth rate. It should be recognized that the current general situation 
of industrial production is good. According to an estimate by the relevant 
department, although the growth rate in February this year was a bit low, 
the aggregate total output value of January and February accounted for 

13.9 percent of this year's total output value. This percentage is not 
small at all compared with those in many past years. This shows that we 
still can fulfill and may even overfulfill this year's state plan as long 
as we draw effective measures and grasp them tightly. Furthermore, 

in January and February this year, the average growth rate of industrial 
production as a whole was relatively low, but the situation of production 
of energy, raw and semi-finished materials, and readily saleable goods 

was quite good, state revenue was satisfactory, and there were adequate 
electrical appliances for the whole year. These are favorable conditions 
for us to maintain a certain growth rate and to accomplish the state plan. 
One may fail to see the formidable conditions and, in view of the temporary 
drastic decline in growth rate, may make pessimistic estimate of one sort 
or another of ovr country's industrial development. This is incorrect. 

If we are frightened out of our wits and, as we did before, try to force 
the lower levels to fulfill the output targets and do a rush job of 
attaining our output quotas regardless of consequences, then we can only 
encourage falsity and formalism and can neither have a really high growth 
rate nor obtain substantial economic results. 


Some people hold that with the general decline in growth rate it is 
better to change the fundamental orientation of the macroeconomic policy 
which has been carried out over the past year and to relax the control 
over the general social demands. This viewpoint is open to question. Our 
country is carrying out its modernization program on a large scale. With 
a population of more than 1 billion, it is a big country and rather poor. 
It has a’ very wide market, which has a huge demand for goods. Most of 

its natural resources are lying dormant under the ground without being 
explored and used. Most of the mountainous areas are separated from one 
another by high mountains and have very poor transportation facilities. 

In addition, the old managerial system is still playing a role to a 
certain extent. Therefore, in our country, the imbalance between total 
supply and total demand often finds expression in the drastic increase in 
demand, that is, the total demand surpassing the total supply, which is 
limited by resources and funds. We must consider these special conditions 
of our country when we decide on measures to cope with the decline in 
growth rate. The output of energy and raw and semi-finished materials 
continued to grow in January and February of this year. However, the 
short supply of energy and raw and semi-finished materials remained an 
important cause of the decrease in production or the drastic decline in 
growth rate in some regions. Large quantities of energy and raw and 
semi-finished materials have been used by the capital construction, which 
continues to expand in scale. In this sense, the "decline" in growth 
rate at the beginning of this year was actually the aftermath of the 
"exceedingly speedy development." In solving questions in this connection, 
we still have to adhere to two prerequisites: First, improvement of economic 
results and social benefit; second, the “four impassable restrictions," 
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that is, capital construction funds, credits, foreign excliange, and 
consumption funds. We must see that the momentum of excessive investment 
over the past 2 years has now slowed down a bit, but the problems have not 
yet been completely solved and many localities and units are still blindly 
embarking on new projects, thus creating the hidden danger of continuous 
expansion of the scale of investment. For this reason, we must not 

relax macroeconomic control. If we relax macroeconomic control and 
increase the demands, then the hidden danger of an increase in investment 
will lift drastically and the "exceedingly speedy development" will 
reappear before long. 


In view of the "exceedingly speedy development" which began to show itself 
in the winter of 1984, the state adopted the policy of strengthening 
macroeconomic control of the total demand and exercised control by means 

of "soft landing" instead of “emergency braking." Undoubtedly, it was 
entirely correct for the state to do that. However, there were shortcomings 
in macroeconomic control over the past year and more: Some localities 
applied the brake too quickly; some localities exercised control by 
administrative means and by "quietly restoring" the rights and interests 
which they had relegated to the enterprises during the reform; in tightening 
the money market and controlling foreign exchange and supply of raw and 
semi-finished materials, there existed the phenomena of demanding "uniformity 
and some of the raw and semi-finished materials in short supply were also 
put under control. Some methods of administrative control were actually 

the ones that had been adopted for readjusting the old system. An 
investigation of some 200 enterprises in Shanghai reveals that the 
restoration of decisionmaking power from enterprises in some degree is 

an important factor of the decrease in production or the excessive decline 
in growth rate in the first 2 months of this year. This shows that all we 
need is to seriously sum up experience and improve macroeconomic control 
instead of relaxing it. The State Council recently formulated regulations 
on further promoting lateral economic cooperation. Its purpose was 

to clarify the orientation of and pave the way for improving 

macroeconomic control. 


In short, in handling the question of growth rate, we must be cool-headed, 
realistically analyze the causes, and actively work out countermeasures, 
so as to solve problems in a down-to-earth manner and raise our economic 
work to a new level. 


/12624 
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2 June 1986 


PROVINCIAL AFFAIRS 


HUBEI ACTING GOVERNOR GUO ZHENQIAN'S REPORT 
HK100222 Wuhan Hubei Provincial Service in Mandarin 1000 GMT 9 May 86 


[Excerpts] Acting Governor Guo Zhengian pointed out in his report on 
the draft of the province's Seventh 5-Year Plan that during the period of 
the plan it is necessary to focus on improving product quality and 
reducing material input in strengthening enterprise management and 
promoting technological progress. An appropriate industrial growth 

rate should be maintained under the premise of raising economic results. 


He said: Improving product quality should be listed as an important content 
of the enterprise economic responsibility systems and be linked to the 
workers’ materiai interests. The large and medium enterprises should 

take the lead in his respect. 


He pointed out that improving product quality and reducing material input 
are to a very large extent decided by an enterprise's technological 
transformation. The following are the focal points in technology 
transformation: 1) Large and medium enterprises with a bearing on the 
overall picture of the national economy; 2) backbone enterprises that play 

a leading role in a particular sector, and enterprises that earn foreign 
exchange through exports; 3) the machine-building and electronics industries. 
We should apply new technological fruits from all over the world and 

import advanced management methods to transform our traditional industries. 


He said: We must readjust the industrial production structure and the 

product mix and speed up the development of weak industrial sectors. 

The province's economy and raw materials industries must be strengthened. 

At the same time, we must vigorously develop the food and fodder industries 
and the high and textile industries. We must give these industries 

priority in loans, foreign exchange, energy raw materials, and transportation, 


to support their development. [Paragraph as received] 


Comrade Quo Zhenqian pointed out in his report: During the Seventh 5-Year 
Plan the province must strive to increase exports and earn more foreign 
exchange. Under this premise, we should also expand imports. 


He said: In expanding foreign trade and increasing our ability to earn 
foreign exchange from exports, we must start with the production of 
export commodities. We must step up the construction of production bases, 
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special plants, and special workshops for export commodities, establish 
an export production structure and put it on a sound basis, and gradually 
form a relatively stable source channel of export commodities. 


While developing exports of traditional commodities, we should vigorously 
develop new export goods and raise exports of machinery and electrical 
goods to an important position. In the latter period of the Seventh 5-Year 
Plan, we should put on the international market a variety of mass-produced 
competitive products. 


He said: In expanding exports, we should on the one hand grasp production 

of export commodities and on the other actively open up the international 

market. We should also import advanced foreign technology, software, 

and key equipment items. The channels for using foreign investment should 

be further widened. We should actively open up new ways to tap the 

potentials of the province's non-trade foreign exchange earnings. The 

province has abundant tourism resources and very good conditions for 

developing international tourism. i 


During the Seventh 5-Year Plan, we should, in our foreign affairs work, 

open up some more windows for developing external economic and technological 
cooperation. Thus our foreign affairs will provide still better service 

for economic construction and social development. 


Comrade Guo Zhengian said: Economic invigoration must depend on the 
progress of science and technology. We must grasp science and technology 
development as a focal strategic point during the Seventh 5-Year Plan, 
bring the entire national economy onto the track of scientific and 
technological progress, and strive for a breakthrough. 


Hubei has accomplished more than 1,000 important fruits of science and 

technology in recent years, but we have not done enough in popularizing 

and applying them. We must take effective steps to convert these fruits 

into direct productive forces as quickly as possible. , 


During the Seventh 5-Year Plan, we must attach as much importance to 
education as we do to economic construction. Spending on education during 
these 5 years will amount to 4 billion yuan, an increase of 60 percent 
over the Sixth 5-Year Plan. The provincial CPC Committee and government 
regulations on increasing education spending must be implemented by the 
government at all levels. 


/12624 
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JPRS~CEA=86-065 
2 June 1986 


PROVINCIAL AFFAIRS 


HUBEL'S GUO ZHENQIAN URGES IMPROVED LIVING STANDARDS 
HK110225 Wuhan Hubei Provincial Service in Mandarin 1000 GMT 10 May 86 


[Excerpts] Comrade Guo Zhenqian stressed in his report on the draft of 
the province's Seventh 5-Year Plan that Hubei must develop literature and 
art, radio and television, journalism and publishing, public health, and 
sports, so as to invigorate the masses’ revolutionary spirit. 


He said: Social benefit must be the supreme criterion for literature and 

art work. Writers must strive to create good works that reflect the four 
modernizations drive and the mood of the era. We should further readjust, 
reform, consolidate, and improve the professional arts performing troupes, 

add more cultural facilities, and do a good job in running libraries, cultural 
centers, and museums. 


In order to improve radio and television reception in mountain counties, 
we should complete the construction of four main microwave links in the 
province. The transmitting power of key stations in northwestern and 
northeastern Hubei should be increased in a planned way. We should also 
build a number of satellite receiver stations. 


A peak number of people will be entering marriageable age during the 
Seventh 5-Year Plan. It is essential to assign an important position 
to family planning work, make a success of bringing up chidren in the 
best way, and properly control population growth. 


Acting Governor Guo Zhenqian pointed out that the living standards of 
urban and rural people will continue to increase during the Seventh 5-Year 
Plan as production develops and economic results improve. At present the 
province's level of industrial and agricultural production and labor 
productivity are low. The growth in consumption must be lower than the 
growth of production and labor productivity. Capital also has to be 
accumulated for national construction. Consumption cannot increase too much, 
otherwise the fundamental interests of the people and state will be harmed. 
We must clearly explain this reasoning to the masses, and ensure that they 
continue to carry forward the revolutionary tradition of waging arduous 
struggle and building the country with diligence and thrift. 


Of course, we should exert all possible efforts to solve an outstanding problem 
related to the masses’ daily life. We must do our best to place the newly- 
grown laborers in jobs, and work hard to solve the drinking water problem 

in the urban and rural areas. 


/12624 
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JPRS-CEA~86-065 
2 June 1986 


PROVINCIAL AFFAIRS 


GANSU PEOPLE'S CONGRESS SESSION OPENS 6 MAY 
HKO70147 Lanzhou Gansu Provincial Service in Mandarin 2200 GMT 6 May 86 


[Excerpts] The fourth session of the Sixth Gansu Provincial People's Congress 
opened in Lanzhou on 6 May. Present were responsible comrades of the party, 
government, and army including Li Ziqi, Huang Luobin, Wang Luobin, 

Wang Bingxiang, Liu Bing, Jia Zhijie, Lu Kejian, Dong Zhanlin, Pei Jiuzhou, 

Ge Shiying, Guo Hongchao, Liu Shu, Lu Min, and Zhang Wule. Li Dengying, 
chairman of the provincial People's Congress Standing Committee, declared 

the session open at 0900. 


Vice Governor Hou Zongbin delivered a government work report. He said: 

The province fulfilled and overfulfilled the main targets for the Sixth 
5-Year Plan. The report was in three parts: 1) on the execution of the 
Sixth 5-Year Plan and a review of government work in 1985; 2) on the goals 
of endeavor and the main construction guidelines for the Seventh 5-Year Plan; 
3) on the tasks of 1986. 


He said: To ensure the fulfillment of the tasks and goals of endeavor for 
the Seventh 5-Year Plan, we must have a clear understanding of the following 
main guidelines for construction: 


1. Put reform in the first place and ensure that reform and construction 
match and stimulate each other. 


2. Control the scale, readjust the structure, guarantee the key points, 
and attach importance to economic results. We must do a good job in 
comprehensively balancing overall social supply and demand. 


3. Deveiop the rural economy with the aim of enriching the masses. We should 
follow the path of planting grass and trees, invigorating agriculture and 
animal husbandry, promoting diversification, and making the people rich. 


4. Do a good job in the technological transformation and the modification 
and expansion of existing enterprises and follow the path of expanded 
reproduction by mainly relying on internal factors. 


5. Develop lateral economic ties and stimulate various types of joint 
undertakings. 
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6. Promote the progress of science and technology and pay attention to 
exploiting brain-power. 


7. While promoting the building of material civilization, we must vigorously 
step up the building of socialist spiritual civilization. 


Hou Zongbin said: The period of the Seventh 5-Year Plan is a key period 

in all-round reform, in economic and social development, and in the 
enrichment of the masses. The guiding idea for the province's economic 

and social development for this period is to promote reform, base our 
efforts on transformation, open the doors wide, organize development to 
enrich the people, rely on the progress of science and technology, 
continually improve economic results, speed up the pace of economic and 
social development, strive to achieve the first doubling 1 year ahead 

of schedule, and lay the foundation and create a reserve force for all-round 
invigoration of Gansu's economy during the 1990's. 


The province's economic and social development must be focused on agriculture, 
communications, energy, raw materials extraction, the processing industries, 
and science and technology. In economic pattern, in accordance with the 
inherent economic ties and the principle of integrating economic, social, 

and ecological benefit, we should gradually form an economic pattern with 
local characteristics with the five cities of Lanzhou, Tianshui, Jinchang, 
Xiayuguan, and Baiyin as its props. 


The province's main targets during the Seventh 5-Year Plan are as follows: 
Industrial and agricultural output value should reach 24 billion yuan, 
rising at an annual average of 8.4 percent. This includes output 

value of 5.5 billion yuan in agriculture, rising at an annual average 

of 5.6 percent; output value of 5 billion yuan in light industry, rising 

at an annual average of 10.4 percent; and output value of 13.5 billion yuan 
in heavy industry, rising at an annual average of 9 percent. Gross domestic 
product should reach 19 hillion yuan, rising at an annual average of 

10 percent. National income should reach 15 billion yuan, rising at an 
annual average of 8.4 percent. Financial revenue should reach 2.18 billion 
yuan, rising at an annual average of 6 percent. Retail sales volume 

should reach 9 billion yuan, rising at an annual average of 10.3 percent. 
Foreign exchange earnings from exports should reach $150 million, rising at 
an annual average of 16.2 percent. Workers’ wages should rise at an 
annual average of 4 percent, and average peasant net income should increase 
to over 400 yuan, rising at an annual average of 9.3 percent. We must 
solve properly the problems of food and clothing in areas in difficulty. 


Vice Governor Hou Zongbin stressed in his report: We must put reform in 
the first place during the Seventh 5-Year Plan and ensure that reform and 
construction match and stimulate each other. The Seventh 5-Year Plan is 

a reform plan. We must uphold the orientation of reform and take steady 
steps in reform. The various reform measures must be properly coordinated, 
to ensure and promote the stability and development of the entire economy. 
The following are the main aspects of economic structural reform during the 
Seventh 5-Year Plan: 


1. Continue to take external and internal measures to further invigorate the 
enterprises, especially the large and medium enterprises owned by the whole 
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people, to ensure that they will truly turn into socialist commodity 
producers and operators making their own operational d*cisions and being 
responsible for their own profit and loss. 


2. Further develop socialist planned commodity markets and gradually 
perfect the market setup. 


3. Improve the handling of the relationship between macroeconomic control 

and microeconomic invigoration. While continuing to invigorate microeconomic 
activities, we must organize coordinated reforms in plarning, prices, 
finance, and the labor wages system, and strengthen indirect macroeconomic 
control. We should gradually succeed in applying economic and legal measures 
and bringing into play the role of various economic levers, and also 

cake the necessary administrative measures to regulate production and 

demand, the better to bring into full play the economic results of the 
enterprises and society. 


4. In rural reforms, we must consolidate the results already achieved, 
retain what is beneficial, and eliminate the defects. We should focus 

on solving a number of outstanding problems in the second stage of reform, 
so as to coordinate them and take still greater strides. 


5. Continue to reform the management systems of science, technology, and 
education. We must gradually change the system of allocating funds, open 

up a technology market, turn the fruits of science and technology into 
commodities, and develop integration of research and production. We 

should gradually put into effect graded administration of ordinary education, 
readjust the structure of secondary education, readjust the structure of 
secondary education, develop vocational and technical education, and expand 
the decisionmaking powers of institutes of tertiary education. 


/12624 
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2 June 86-065 


PROVINCIAL AFFAIRS 


HUBEI PEOPLE'S CONGRESS SESSION HOLDS MEETING 
HK131300 Wuhan Hubei Provincial Service in Mandarin 1000 GMT 12 May 86 


[Excerots] This morning, the Fourth Session of the Sixth Provincial 
People's Congress held its third plenary meeting at Hongshan Hall, Wuchang, 
to listen to the work report of the provincial People's Congress Standing 
Committee, the work report of the provincial People's Higher Court, and the 
work report of the provincial People's Procuratorate. 


At 0900, Jiao Dexiu, executive chairman of the session, announced the 

opening of the meeting, Entrusted by the provincial People's Congress 
Standing Committee, Li Fuquan, vice chairman of the provincial People's 
Congress Standing Committee, made a work report of the provincial People's 
Congress Standing Committee to the meeting. Then Ma Liang, chief of the 
provincial Higher Court, made a work report of the provincial People's Higher 
Court, Zhong Shugqin, chief procurator of the provincial People's 
Procuratorate, then made a work report of the provincial People's 
Procuratorate. 


The executive chairmen of today's m-:-ting were Han Ningfu, Huang Zhizhen, 
Huang Zhengxia, (Liu Shuwei), (Zhang Deguang), (Zheng Shaobo), Xiong Zhenhua), 
and (Li Rongjiu). Seated om the rostrum at today’s meeting were the other 
members of the presidium of the session; responsible comrades of the provincial 
CPC Committee, provincial Advisory Commission, provincial government, 
provincial CPPCC Committee, provincial Discipline Inspection Comission, 

and Hubei Military District; and CPC Central Committee members who are in 
Wuhan. The committee members who are attending the Fourth Session of the 
Fifth Provincial CPPCC Committee attended today's meeting as non-voting 
delegates. Others attending today's meeting es non-voting delegates were 

some NPC deputies and responsible comrades of all city and county People's 
Congress standing committees. 


This afternocn, the financial budget and financial statement examination 
committee of the Sixth Provincial People's Congress held its second meeting 
to discuss and adopt the report on the draft of Hubei's 1985 financial 
statement and the 1986 financial budget which had been made by He Fulin, 
director of the provincial Finance Department, and to disucss and adopt 

the corresponding resolutions for the submission to the third meeting 

of the presidium. 








In the work report of the Hubei Provincial People's Congress Standing 
Committee given at the Fourth Session of the Sixth Provincial People's 
Congress today, Li Fuquan, vice chairman of the provincial People's Congress 
Standing Committee, said: Over the past year, centered on reform of 

the economic structure with the stress on the urban areas, the provincial 
People's Congress Standing Committee has seriously performed all functions 
and powers stipulated by the law and further given play to its role as 

a local organ of state power in the course of developing socialist 
democracy, putting the socialist legal system on a sound basis, and 
promoting socialist modernization. In the report, Li Fuquan also reviewed 
the measures taken and achievements scored by provincial People's Congress 
Standing Committee over the past year in supervising the enforcement 

of the law. 


In the work report of the provincial People's Higher Court given at the 
Fourth Session of the Sixth Provincial People's Congress today, Ma Liang, 
president of the provincial People's Higher court, emphasized: In accordance 
with the law, the provincial People's Higher Court must continue to 

severely crack down on criminals who seriously jeopardize social order 

and economic criminals who seriously sabotage the economy. It must work 

hard to develop socialist democracy, to put the socialist legal system 

on a sound basis, to uphold social order, and to protect and promote reform 
of the economic structure and the smooth progress of the socialist 

four modernizations. 


Ma Liang said: From August 1983 to the end of 1985, people's courts at 
all levels throughout the province tried some 60,000 criminals cases 

in the primary courts and passed sentences on a large number of criminals 
in accordance with the law. On the whole, they cracked down on the 
serious criminals accurately and relentlessly and their work was sure. 


Ma Liang .aid: In 1985, the province tried 2,960 economic criminal cases 
of offering and accepting bribes, of graft, and of swindle, and sentenced 
3,692 economic criminals in accordance with the law. He stressed: It is 
necessary to continue to crack down on serious economic crime, to fully 
understand that serious economic crime will sabotage economic reforn, 
opening up, and invigorating the economy and corrupt party style and 

the general mood of society, to lay stress on grasing the big and serious 
cases well, and to pay attention to investigation and study. 


In the work report of the provincial People's Procuratorate given at 

the Fourth Session of the Sixth Provincial People's Congress today, 

Zhong Shuqin. chief procurator of the provincial People's Procuratorate, 
said: Over the past 1 year, all procuratorial organs throughout the 

province have seriously enforced the Constitution and the law. While 

they have not relaxed cracking down on serious crime, they have regarded 
cracking down on serious economic crime as a main task. They have stepped up 
investigating and dealing with big and serious cases. They have made 
relatively great progress in all aspects of procuratorial work. In the 
report, Zhong Shuqin introduced several aspects of work done by procuratorates 
at all levels over the past year: 


1, They have conducted ivnestigations and studies, understood and analyzed 
the situation, and enhanced their understanding. 
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2. They have given prominence to the focal point, firmly grasped big 
and serious cases, and resolutely investigated and dealt with then. 


3. The chief procurators of procuratorates at all levels have taken the 
lead in handling cases. 


4. Procuratorates at all levels have correctly implemented the policies 
and enforced the law and strictly distinguished between right and wrong. 


5. They have stictly dealt with the cases, served invigorating the economy 
and opening up, and worked hard to score achievements in dealing with 
the cases, in order to promote the comprehensive tidying up of social order. 


Zhong Shuqin pointed out: This is the first year of the Seventh 5-Year Plan 
of our country. In view of this, the most basic thing is to penetratingly 
study, understand, and implement Comrade Deng Xiaoping's strategic 

guiding ideology of grasping construction in one hand and grasping the legal 
system in the other hand. While continuously, severely, and quickly 
cracking down on serious crime, we must regard severely cracking down 

on serious economic crime as the main task of the procuratorial organs. 


/12624 
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JPRS«CEA~86~065 
2 June 1986 


PROVINCIAL AFFAIRS 


SHANGHAI CPPCC STANDING COMMITTEE'S REPORT 
OW121051 Shanghai WEN HUI BAO in Chinese 1 May 86 p 2 


[Excerpts] Ye Shuhua, vice chairman of the Municipal CPPCC Committee, 
made the work report of the committee's Standing Committee to the Fifth 
Session of the Sixth Municipal CPPCC Committee on 22 April. Following 
are excerpts of the report: 


Since its third and fourth sessions, this committee--under the leadership 
of the Shanghai Municipal CPC Committee and with vigorous support from 

all departments--has carried out its work at various levels, through 
various approaches and in various forms in the reform of economic, 
scientific and technological and educational structures and in the areas 
of opening to the outside world, building socialist material and spiritual 
civilization and promoting the reunification of the motherland. Being 
more clear-minded about its guiding thought, the committee has carried out 
more meaningful activities and done its work in a more practical manner, 
thus reaping more remarkable results. 


In the past year, this committee has organized its members to conduct 12 or 
so special investigations and hold more than 100 special topic symposiums 
concerning problems related to the reform and Shanghai's construction that 
warranted prompt solutions. These mainly included the reform of the 
industrial structure, the absorption and digestion of imported technologies, 
the raising of funds, the reform of the higher educational structure, the 
rational flow of scientists and technicians, the reform of commodity prices 
and the management of markets. 


In the past year, this committes has organized and supported the efforts 
of members of the various democratic parties and mass organizations 
concerned and personages in all circles to promote ties with Xianggang, 
Aomen and overseas areas. Much has been done in helping the concerned 
departments to develop foreign trade, promote economic cooperation and 
obtain capital, technologies and talented people from abroad. Last year, 
the total amount of foreign trade transactions and imported technologies 
and equipment realized through the good offices of the Shanghai Municipal 
Committee of the China Association for Promoting Democracy and Municipal 
Committee of the All-China Federation of Industry and Commerce reached 

US $115 million and that of the Shanghai Municipal committee of the China 
Zhi Gong Dang over US $150 million in investments. The other democratic 
parties have also done a great deal in these areas. 
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In the past year, this committee has continued to pay attention to ensuring 
the implementation of relevant policies for its members. Except for a few 
individual cases, all 42 private houses belonging to the CPPCC National 
Committee members in Shanghai and Shanghai Municipal CPCC Committee members 
that were taken away from them during the cultural revolution have been 
returned. With regard to confiscated cultural relics and books, 200 of 

the 221 members have had these belongings returned to them or received 
compensation. The relics totalled over 21,400 pieces and books 

82,000 volumes. This committee has also helped speed up the implementation 
of policy for all others in the municipality with regard to private houses, 
cultural relics and books. By the end of March this year, of the 

500,000 square meters of private houses occupied by others during the 
cultural revolution, 469,300 square meters had been returned. The total 
floor space of private houses belonging to overseas Chinese already returned 
has reached 203,600 square meters, or 98.7 percent of the total taken 

away from them. 


In the past year, this committee has accomplished a great deal both in 
promoting contacts with Taiwan compatriots. Xianggang and Aomen compatriots 
and overseas Chinese and in propagating the principles and policies of 

the party and state for peaceful reunification of the motherland and the 
concept of “one country, two systems."' To commemorate the 40th anniversary 
of the retrocession of Taiwan, this committee has sponsored symposiums and 
report meetings and organized commemoration articles. We have also helped 
the concerned departments in receiving more than 20 groups of Taiwan 
compatriots, Xianggang and Aomen compatriots and overseas Chinese. This 
committee has made fresh progress in developing its ties with the various 
government departments. Last year the municipal government General Office 
issued a "Circular on Promoting Contacts with the Various Committees and 
Sections of the Municipal CPPCC Committee," which systematically guaranteed 
this committee's ties with the government departments, injected added 
meaning to political consultation and made it easier for the members of 

this committee to understand the situation and offer assistance accordingly 
and for the CPPCC to give play to its role as a reservoir of talented people. 


In the new year, our central task will be to seriously study and actively 
implement the guidelines of the Fourth Sessions of the Sixth NPC and 

Sixth CPPCC National Committee and the Fifth Shanghai Municipal CPC Congress 
and contribute our part in realizing the Seventh 5-Year Plan, carrying out 
reforms, opening to the outside world, invigorating Shanghai's economy and 
promoting the reunification of the motherland. 


/12624 
CSO: 4006/1024 
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JPRS~CEA=~86 4065 
June 1986 


PROVINCIAL AFFAIRS 


NEI MONGGOL PEOPLE'S CONGRESS HOLDS MEETING 
SK090513 Hohhot Nei Monggol Regional Service in Mandarin 1000 GMT 8 May 86 


[Text] This morning, the fourth session of the Sixth Regional People's 
Congress held its third plenary meeting to listen to the work reports of 

the regional People's Congress Standing Committee, the regional Higher 
People's Court, and the regional People's Procuratorate. Zhang Shuguang, 

Bu He, and other regional leading comrades attended the meeting. Hao Xiushan, 
executive chairman of the session, presided over the meeting. 


Batubagen, chairman of the regional People's Congress Standing Committee, 
first delivered a work report of the regional People's Congress Standing 
Committee. He said: Over the past year, in order to promote the 

regional economic structural reform and the national economic development, 

the regional People's Congress Standing Committee has strengthened the 

local legislation work, with stress on the economic and national legislations, 
and has intensified the supervision of the local state administrative organs 
over the judicial and procuratorial organs, thus scoring some achievements 

in developing the socialist democracy and perfecting the socialist legal 
system. 


In his work report of the regional Higher People's Court, Yang Dalai, 
president of the regional Higher People's Court, pointed out: Since the 
convocation of the third session of the Sixth Regional People's Congress, 
the regional Higher People's Court has paid attention to continually and 
penetratingly launching the campaign of dealing strict blows to serious 
criminal offences and economic crimes, to vigorously strengthening the 
economic judicial work, to positively conducting the civil judicial work, 
to conscientiously handling the appeals and petitions from the masses, 

to positively participating in the comprehensive administration over public 
security and social order, and to further strengthening the building of 
the cadre ranks. The general situation in this regard has been good, 

and the achievements remarkable. 


In his work report of the regional People's Procuratorate, Wang Linzhong, 
chief procurator of the regional People's Procuratorate, after reviewing and 
summing up the achievements scored over the past year in the procuratorial 
work, emphatically stressed: In 1986 procuratorial organs at all levels 
should concentrate efforts on investigating and handling major and appalling 
cases in a conscientious and accurate manner and on grasping the 
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conclusion of cases. In developing the procuratorial work, we should 
uphold the principle of strict law enforcement and observance in punishing 
law breakers. 


Kong Fei, Standing Committee member of the National CPPCC Committee, 
attended the meeting. Among the congress executive chairmen present 

at today's meeting were (Zhang Chenghai), (Gao Zaitang), He Xingge, (Ji 
Jinghua), (Shu Jifa), (He Zhilin), (Cai Puru), and (Yang Jingbiao). The 
members present at the fourth session of the Fifth Regional CPCC Committee 
also attended the meeting as observers. 


/12624 
CSO: 4006/1024 
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2 June 1986 


PROVINCIAL AFFAIRS 


NEI MONGGOL PEOPLE'S CONGRESS SESSION CONCLUDES 
SK130525 Hohhot Nei Monggol Regional Service in Mandarin 1000 GMT 12 May 86 


[Summary, From Poor Reception] The Fourth Session of the Sixth Nei Monggol 
Autonomous Regional People's Congress concluded in Hohhot this afternoon. 
The session called on the people of various nationalities throughout the 
region to strengthen unity continuously, carry out reform, strive to 
fulfill or overfulfill the various tasks as set forth in the Seventh 

5-Year Plan, and usher in the 40th anniversary of the founding of the 
region with outstanding achievements. 


"Serving as executive chairmen of this morning's session were executive 
members of the presidium, including Batubagen, Hao Xiushan, Zhou Beifeng, 
He Yao, Seyinbayaer, Chao Luomeng, Butegeqi, Alatanaoqier, and Hu Zhongda. 
Attending and seated on the rostrum were regional party, government, army, 
and CPPCC leaders, including Zhang Shuguang, Bu He, Gian Renyong, 

Tian Congming, Cia Ying, and Shi Shengrong." 


The session held that the guiding ideology, construction priorities, and 
basic tasks as set forth in the report on the Seventh 5-Year Plan are 
compatible with the regional economic and social development, and that the 
major targets can be fulfilled or overfulfilled through hard work. It also 
held that new difficulties will continue to arise, and therefore we should 
remain clear-headed, sum up experiences and lessons, and strive to open 

up a new situation in various fields of our work. 


Batubagen spoke at the conclusion of the session. He expressed heartfelt 
gratitude to the comrades who resigned, and encouraged them to continue 

to support the work of the people's congress in the future. He called 

for efforts to successfully fulfill the Seventh 5-Year Plan and to develop 
Nei Monggol under the correct leadership of the regional CPC Committee 
with Comrade Zhang Shuguang as the secretary. 


/12624 
CSO: 4006/1024 
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PROVINCIAL AFFAIRS 9 June 1986 


SICHUAN PROVINCIAL PEOPLE'S CONGRESS SESSION ENDS 
HK121438 Chengdu Sichuan Provincial Service in Mandarin 0930 GMT 8 May 86 


[Excerpts] The ll-day fourth session of the Sixth Provincial People's 
Congress concluded victoriously jn (Jinjiang) Hall this afternoon. 

During the session, the delegates earnestly listened to and examined a 
provincial government work report and the province's Seventh 5-Year Plan 
for the national economy and social development. They held serious 
discussions, freely aired their views, and put forth many valuable and 
pertinent suggestions on building material and spiritual civilizations 

in the province. This fully shows their concern for various reforms in 
the province, for agriculture, for the cultural and educational cause, and 
for the building of socialist spiritual civilization. 


At 1500 on 8 May, Meng Dongbo, executive chairman of the session and 
permanent chairman of the presidium, presided over the session. A total 

of 1,266 delegates attended today's session, forming a quorum. Permanent 
chairmen of the presidium acted as executive chairmen of the session. They 
were He Haoju, Qin Chuanhou, Pei Chuanhou, Peng Dixian, Ji Chunguang, Liu 
Yunbo, Liu Haiquan, Liu Xilin, Zhaxi Cering, Wang Ao, Deng Zili, and 

Wang Yanli. Seated at the rostrum were members of the presidium. Also 
seated at the rostrum were responsible comrades of the provincial 

CPC Committee, the provincial Advisory Committee, the Chengdu Military 
Region, the provincial Discipline Inspection Committee, the provincial 
CPPCC Committee, and all democratic parties, including Yang Rudai, 

Fu Quanyou, Wan Haifeng, Nie Ronggui, Feng Yuanwei, Xu Mengxia, Yang Wanxuan, 
Bai Shangwu, Song Dafan, (Xie Shijie), (Xu Shiqun), (Gao Shuchun), (Wang 
Chenbo), (Liu Xing), (Liu Shaoyan), (Hu Maying), (Song Wenbin), (Luo Ming), 
(Hu Yongkang), (Han Zhenfu), (Cao Qinze), Pan Dakui, Xu Chonglin, 

Ren Jinglong, Tian Yiping, Li Peigan, Jamyang Phamo, Wang Daidi, Li Weijia, 
Zhang Guangqin, Yangling Doje, and (Wang Xuejun). Also seated at the 
rostrum were Ren Baige and Tianbo, members of the Central Advisory 
Commission; provincial Governor Jiang Minkuan; Vice Governors Gu Jinchi, 
Luo Tongda, Kang Zhenhuang, and Pu Haiqing; provincial government advisers 
Qiao Zhimin, Guan Xuesi, and (Ding Changhe); Ren Lingyun, president 

of the provincial Higher People's Court; Gao Zhengzhong, chief procurator 
of the provincial People's Procuratorate; and former responsible persons 

of the provincial Advisory Commission, the provincial People's Congress 
Standing Committee, the provincial government, and the provincial CPCC 
Committee. 
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The session adopted the provincial government work report; a resolution 

on the province's Seventh 5-Year Plan for the national economy and social 
development; a resolution on the province's national economy and social 
development in 1986; a final account of the province for 1985 and a 

budget of the province for 1986; provincial regulations on implementation 
of compulsory education; a resolution on the work report by the provincial 
People's Congress Standing Committee; a resolution on the work report by 
the provincial Higher People's Court; and a resolution on the work report 
by the provincial People's Procuratorate. 


According to the election methods of the session, a provincial vice governor 
will be elected at the session. A candidate was named by the presidium and 
submitted to the delegates for examination and discussion. The presidium 


then held a discussion and decided to name Comrade (Xie Shijie) as the 
candidate for provincial vice governor. A secret ballot was held 
at the session. Comrade (Xie Shijie) was elected provincial vice governor. 


All members attending the fourth session of the Fifth Provincial 
CPCC Committee attended the session as observers. 


/12624 
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ECONOMIC PLANNING 


BRIEFS 


EXPORT COMMODITY CENTERS PLANNED--China plans to set up new export commodity 
production centers in coastal areas and areas with good transport facilities 
in the next five years, the overseas edition of PEOPLE'S DAILY reports today. 
According to the paper, these along with better coordinated separate 
enterprises will enable China to better compete on the international market. 
Over the past decade, Chinas has opened 125 export commodity production 
centers. In addition, more than 1,000 enterprises in the country manufacture 
some export goods. The paper quoted a high economic official as saying that 
the funds for the new centers would come from joint investment ventures 

and production projects and from compensation trade arrangements. In return, 
the foreign investors will receive finished goods as payment for imported 
equipment and materials. Priority will be given to centers which require 
relatively little investment and produce high-grade commodities to generate 
export income, the paper adds. [Text] [Beijing XINHUA in English 0622 GMT 

6 May 86 OW] /12624 


MAYOR DISCUSSES IMPROVING INFRASTRUCTURE--Gas should reach almost all homes 
in the city center of Beijing by 1990, compared with 71 percent now. Increased 
gas supply is part of a 2.92 billion yuan program to improve the city's 
infrastructure over the next five years, Mayor Chen Xitong told the 

Fifth Session of the Eighth Municipal People's Congress which opened here 
today. The money will be twice the figure for the 1981-1985 period, itself 
almost double that for the five years from 1976 to 1980, Chen said in his 
report on Beijing's Seventh Five-Year plan (1986-1990). Inadequate communi- 
cations and other infrastructure facilities has weakened the city's 

ability to function as an efficient capital, hence the need to continue 
giving priority to such facilities, he explained. Improvements will also 

be made to water and electricity supply, drainage, transport facilities 

and posts and telecommunications. The program, now subjected for 
examination by the 981 deputies, calls for an additional supply of 

500 million liters of water a day by 1990, and the number of telephones 
should increase to 500,000, from 214,000 at present. [Text] [Beijing XINHUA 
in English 1338 GMT 13 May 86 OW] /12624 





cso: 4020/319 
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JPRS~CEA~86~065 
2 June 1986 


ECONOMIC MANAGEMENT 


SPEED OF ECONOMIC DEVELOPMENT, REFORM STUDIED 


Taiyuan JISHU JINGJI YU GUANLI YANJIU [THE STUDY OF TECHNO-ECONOMICS AND 
MANAGEMENT] in Chinese No 5, 1985 pp 2-7 


{Article by Zhou Shulian [0719 3219 5571]: "Speed of Industrial Development 
and Economic Structural Reform"] 


[Text] I 


China's industry has developed at a superhigh speed since the end of last 
year. People in the academic circles hold different views on the relationchip 
between this superhigh speed and the economic structural reform. Some 
comrades think that the high-speed industrial development is mainly attributed 
to the new economic system. The said: "The economic reform since 1978 has 
brought changes to the national economic system, while the con*inual expansion 
of the market system's role has enabled China to deploy its essential 
productive forces in a more and more rational way." "The system environment 
which motivated the one-sided quest for output value is gradually vanishing in 
the course of the reform, and the speed of China's economic growth in 1984 was 
by no means the outcome of a one-sided quest for output value." In their 
opinion, the presenc high speed is a special feature of the new economic 
system and "we should welcome instead of being afraid of the rapid economic 
growth." Some comrades even believe that the present speed must be maintained 
before we can proceed any further with the economic structural reform; 
otherwise, the reform will meet with difficulties. I feel that these views 
deserve to be further discussed. 


China's industrial development which has been gathering momentum in the past 
several years is certainly inseparable from the economic structural reform. 
Because of the reform, the enterprises have acquired more decision-making 
power. They are now more active and more enthusiastic. Their business 
operation and management have been improved, and their technical 
transformation has been accelerated. All these are the causes of a high-speed 
industrial development. Improvement of the external conditions of industrial 
production, such as the development of agriculture, energy resources, 
communications and transportation facilities, foreign trade, and so forth are 
also inseparable from the reform. So, tco, is the rapid development of 
collective industry. Therefore, it would be totally wrong to ignore or under- 
estimate the effects of the economic structural reform on the speed of 


45 








industrial growth. However, can we say that the present rapid growth should 
be mainly attributed to the new economic system? Can we say that the 
traditional economic system which led the enterprises to their one-sided quest 
for output value "no longer carries any weight"? We don't think so because, 
first of all, this does not conform to reality. 


Let us look at this matter from the standpoint of decision-making power for 
the enterprises. Although some enterprises had acquired more decision-making 
power and become active after the reform, there are still many others which do 
not have the decision-making power as they should, and which are still 
inactive. This is particularly true of the large and medium-size enterprises, 
because even now, most of them do not have the necessary decision-making power 
and vitality. The number of large and medium-size enterprises in China is 
less than 2 percent of the total number, but their fixed assets and their 
taxes and profits account for more than 60 percent of the national totals. 
According to an estimate, only 15 percent of the present large and medium-size 
enterprises are fairly active; 65 percent of them are now in the process of 
changing and have not given any outstanding performance because of the lack of 
a solid foundation; and 20 percent of them are in some predicament and still 
remain basically inactive. (SHIJIE JINGJI DAOBAO [WORLD ECONOMY REPORTER] 22 
July 1985.) According to a survey in Liaoning, only a handful of large 
enterprises are active and most of them are not, mainly because the 
relationship between the state and the enterprises has not been clarified, the 
functions of the government and the enterprises are not entirely separated, 
the necessary power has not been delegated to the enterprises, and some old 
conventions of certain departments are still tying the enterprises’ hands. 
The factory managers of some large plants in the machine tool industry sector 
have complained that some decision-making power which should be delegated to 
the lower levels accoring to the rulings of the Party Central Committee and 
the State Council has been intercepted by some local administrative 
departments and cannot reach the enterprises. Now we must also pay attention 
to the practise of apportioning expenses among the enterprises. According to 
investigations conducted by some NPC deputies on the Jinzhou Petro-Chemical 
Industry Company, the Shenyang Municipal Mechanical and Electrical Bureau, the 
Dandong Chemical Fiber Corporation, and some other units, there are not less 
than 20 different categories of expenses to be apportioned among the 
enterprises by the provincial and municipal authorities and even by the 
neighborhood offices. Many enterprises still cannot have their decision- 
making power. Then how can we say that the traditional system "no longer 
carries any weight"? 


Second, from the standpoint of the market's role: Although the use of the 
market's regulative role has produced fairly good effects in promoting 
industrial production end coordinating production with market as well as 
improving the economic results during the past several years, the role of the 
market mechanism cannot be over~estimated. First, the market for the means of 
production is still in the incipient stage. Strictly speaking, the market for 
many important means of production does not actually exist. One of the main 
difficulties experienced by the enterprises in production and business 
operation is the lack of reliable sources for the supply of raw materials and 
energy, and there is usually a 20 percent shortage of raw materials for the 
tasks assigned according to state plans. The enterprises always have 
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difficulty in obtaining the means of production on the market through the 
channels of commodity exchange. Instead, they have to rely on personal 
favors, back-door dealings, bartering, and other expedients. Some enterprises 
prefer to have a "boss" rather than their decision-making power mainly because 
of the lack of a market for the means of production. If they have no "boss," 
it will be difficult for them to obtain the necessary raw materials and energy 
resources. Second, the pricing is irrational. China's pricing system is very 
irrational and the price reform is only beginning. It is true that the price 
reforms in the past several years have promoted production, and until the 
pricing system and the price structure have been basically reformed, it will 
be difficult for prices to play their full role in the rational deployment of 
the essential productive forces. On the other hand, it may even produce many 
negative effects. The blind construction and the irrational duplication of 
projects which now exist have led to an excessive scale of capital 
construction. We cannot say that the irrational pricing systez has nothing to 
do with them. On the whole, while noting the success in the use of the 
regulative role of the market, we should also be aware of the existing 
problems. More important still, we cannot confuse the conditions and the 
effects of the market mechanism as they are now with what they will be under 
the future economic system of corporations. 


Third, from the standpoint of the enterprises' responsibility for profits and 
losses: The profits and losses of an enterprise are now more closely related 
to the benefits of its workers. Among the state-owned enterprises, the 
practice of "eating from the same pot" still exists in the use of funds under 
such a responsibility system. Some foreign scholars have called "eating from 
the same pot" in the use of funds a "soft" budgetary restriction. Kernei 
[phonetic], a Hungarian economist, held that "soft budgetary restrictions" are 
brought about by the following conditions: (1) The enterprises are not at 
the receiving end of pricing; they only set the prices. (2) The "soft" 
taxation system. For example, the enterprises can influence the formulation 
of the taxation system and enjoy the preferential treatment of tax exemption 
or tax deferment. The tax laws are not strictly enforced. (3) The state 
fund allocations including the investment allocations which the recipients are 
under no obligation to repay; the long and continual subsidies for prolonged 
losses or for the encouragement of certain activities over fairly long 
periods; the temporary subsidies for temporary losses or for the encouragement 
of certain activities. (4) The system of soft credit, under which loans are 
granted even to those who are unable to redeem them, and to those who can 
postpone their redemption and other payments. (5) The external investment 
under soft conditions which still exist in China. For example, some 
enterprises have raised their prices, legally or illegally, and passed their 
burden on to the consumers in order to obtain more profits. China's taxation 
system is also a soft one, because there can be bargaining between the state 
and the enterprises, in addition to the common occurrences of tax evasion and 
other fraudu) ~actices. For a long time, the system of fund allocation 
with no re ,» required has been used in capital construction. These 
allocations ha.«w veen replaced by loans. However, these are only soft loans, 
because they carry low-interest rates and are repaid out of their before-tax 
profits (this means that the state has to pay the interest), and sometimes, 
even the capital cannot be recovered. As sonme comrades have said, the 
enterprises are now responsible for their profits, but not their losses. Some 
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enterprises have even resorted to fraudulent means for private gains at the 
expense of the state. The tactics they use are many. For example, they can 
report a lower production cost to reduce their losses or even to turn their 
losses into profits; they can keep their losses, incurred through cut prices, 
in a permanent "pending account" instead of reporting them; they can fake 
sales to increase their "profits"; and they can do a lot by juggling the 
expenses and the nonbusiness receipts and payments. The enterprises’ 
responsibility for their own profits and losses is one of the main features of 
the new system. In view of the serious practice of "eating from the same pot" 
in the use of funds, however, we cannot say that the traditional system "no 
longer carries any weight." 


Fourth, from the standpoint of the enterprises' code of conduct: Some 
comrades believe that after the reform, the enterprises are now striving only 
for the output value which can be realized and the maximum profit instead of 
the one-sided quest for output value. This view should also be analyzed. 
Because of their newly acquired decision-making power and the role of the 
market mechanism, the enterprises now have a stronger motive for profits and 
the need to consider the market demand in planning production. In other 
words, they have to consider the question of turning their products into 
commodities. These good effects cannot be ignored. However, the enterprises' 
code of conduct under the traditional system has not been basically changed. 
For example, because the functions of the government and the enterprises are 
still unseparated, the latter's productive activities are still dictated by 
the administrative organs above. If the higher leadership likes an increased 
output value, the enterprises would still one-sidedly strive for output value. 
Furthermore, output value still serves as the main criterion in assessing an 
enterprise's performance. It is true that economic results are now 
emphasized. However, the assessment of economic results is fairly difficult 
while that of output value is simple and clearcut. For this reason, the 
enterprises are apt to stress the increase in output value and ignore the 
improvement of economic results. Particularly in the present seller's market 
in which supply and demand are seriously imbalanced, the increase in an 
enterprise's output value means an increase in its profits, and an 
enterprise's output value means an increase in its profits. It would be much 
easier to increase the output value than to improve the quality of products or 
to lower the production cost. That is why the enterprises usually rely on 
their output value as a means of increasing profits. Kernei has pointed out 
that in a socialist economic system, budgetary restrictions are more 
significant and effective than the profit incentive. He said: "The fact that 
the owner, the administrator, and the workers are interested in the increase 
in profits is not enough to determine their code of conduct. When the profit 
incentive is combined with hard budgetary restrictions, their efforts would be 
guided in the direction of actual deeds. However, when profit incentive is 
combined with soft budgetary restrictions, it will at least give the same 
opportunity for the enterprises to manipulate finances, to raise prices, and 
to exert their efforts to obtain ‘gifts’ from the state." He added: "Soft 
budgetary restrictions are not effective restrictions, because the financial 
situation of an enterprise cannot govern its conduct, and money cannct play 
any dynamic role. ‘No matter how high the price may be, the important thing 
is to obtain the raw materials and manpower, and the required money can 
sonmehow be raised.’ ‘As long as we can find a contracting unit for the 
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project, we need not stop our investment for want of funds, and any loss will 
be take care of by the state budget.'" (KEJI DAOBAC No 2, 1985 p 16) Under 
such circumstances, it would still be inevitable for the enterprises to invest 
blindly and to strive for higher output value. Although the State Council 
issued the call long ago for the speed of industrial growth to be controlled 
at an appropriate rate, some of the measures are still difficult for 
implementation. Blind quests for growth speed and the competitions in such 
speed still exist. These are the effects and manifestations of the 
traditional economic system. 


If the present superhigh speed of industrial development is viewed as mainly 
an inconsistency of the new economic system with realities, then it would be 
even more wrong to call it a special feature of the new economic system. It 
does not mean that industry cannot develop rapidly under the new economic 
System, but rather that, under the new economic system, there should be no 
one-sided quest for high speed and no high speed without better economic 
results. We must note that in the past several years, the speed of industrial 
growth has continued to increase without corresponding improvement in the 
economic results. Since the end of last year, the appearance of a superhigh 
speed has been even accompanied by a deterioration of economic results and may 
possibly lead to some serious disproportion. The kind of speed we want for 
our industrial growth should be helpful to the sustained, stable, and 
harmonious development of the national economy. We want not only an 
appropriately high speed, but also a rational economic structure, and 
constantly improving economic results. The new economic system should help 
bring about this kind of high speed, because, by that time, the enterprises 
will operate independently and assume sole responsibility for their profits 
and losses, while the soft budgetary restrictions will be replaced by hard 
budget restrictions. The survival and development of enterprises will be 
decided by their profits and accumulation, and only through improved 
Management and tehcnical progress can the enterprises increase their profits, 
their workers' wages, and their accumulation. By that time, the investment 
hunger and the lack of control over the consumption fund can be eliminated 
easily and it will be possible to create a buyer's market where supply will 
Slightly exceed the demand. Instead of striving for high speed blindly, the 
enterprises will have in mind the kind of speed that is consistent with market 
demand and with the improvement of economic results. Only this kind of high 
speed can be a special feature of the industrial development under the new 
economic system. 


Some comrades said that a high speed of economic growth would create a 
favorable environment for further structural reforms. Our opinion is that 
whether or not an environment is favorable depends on the kind of high speed. 
If the speed is appropriate and accompanied by a rational economic structure 
with fairly good economic results, then it will be really helpful to the 
economic structural reform. If the speed is excessive and accompanied by a 
lop-sided economic structure and deteriorating economic results, then such a 
high speed can never help, but rather obstruct, the reform. The reason is 
that when the economic structure is seriously irrational, the proportionate 
relationship is seriously disturbed, and the economic results are 
deteriorating drastically, the required conditions will be lacking for a 
comprehensive and fundamental economic reform, and in particular for those 
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reforms such as price and wage reforms which affect very many people. For 
these reforms, the state must have abundant financial and material reserves 
and a fairly easy economic environment. Striving for excessive speed in 
industrial development will exert undue strain on some of the major 
relationships in the national economy. It will bring difficulties to the 
reform and obstruct certain reform measures. Many comrades have discussed 
this logic. The speed of industrial growth, as we can see, has been, on the 
whole, helpful to the reform in the past several years. However, the 
Superhigh speed since the end of last year has created certain difficulties 
for the price and wage reforms. It is therefore necessary to control the 
speed at a suitable level in order to promote the economic structural reform. 


II 


To provide a fairly easy economic environment for the smooth progress of the 
economic structural reform, we must adopt the appropriate policies and 
measures to control the speed of industrial development at a normal level. As 
for the methods to do so, we must control, first, the scale of capital 
construction; second, the increase in the consumption funds; and third, the 
scope of credit and the issuance of currency. In addition, we must control 
the use of foreign exhange, make an effort to increase our exports, control 
our imports and use our foreign exchange to better advantage. 


It should be pointed out that while taking measures to control the investment 
in fixed assets, the consumption fund, and the scope of credit, we must do our 
work well in solving the problems in a fair and reasonable way. At present, 
we should check the excessive speed in industrial development as our general 
goal. However, because many departments, areas, and enterprises are operating 
under different conditions, we must work out the restrictive or supportive 
policies according to the actual conditions and try as best as we can to avoid 
"applying the same arbitrary formula," in order to reduce unnecessary 
repercussions and losses. Along with the progress of the structural reform 
and the development of the commodity economy, the economic levers will play an 
increasingly important role. Furthermore, as the standard of economic 
managemerit among the cadres at all levels continues to rise, the experience in 
the use of economic levers will also be enriched. Under such conditions, it 
will be entirely possible to lower the speed of industrial development to a 
normal level. 


Of course, our task is not only to lower the speed of industrial development 
to a suitable level, but also to set up some type of social economic mechanism 
to guarantee the sustained and proportionate development of industry at a 
fairly high speed. Thus it will be necessary for the enterprises and the 
entire society to be concerned not only with a higher speed of industrial 
development, but also with better economic results in industry. According to 
past experiences, the improvement of economic results is more important than 
the increase in the speed of industrial development, because the sustained and 
harmonious development of industry can be realized only provided the economic 
results are fairly good and continue to improve. The most important task for 
the social economic mechanism that meets these requirements is to help in the 
progress of the economic structural reform. Therefore, particular attention 
should be paid to the following aspects: 
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First, the independent operation and responsibility for profits and losses of 
the enterprises must be treated as an important aspect of the economic 
structural reform. In the "Decision of the Party Central Committee Concerning 
the Economic Structural Reform," it is stipulated that "the enterprises must 
be helped to become relatively independent economic entities and socialist 
commodity producers and dealers who will be able to operat: independently and 
be responsible for their own profits and losses in a true sense." Here lies 
the essence of the economic structural reform, because all reform measures and 
activities should be helpful in solving this problem. In other words, all 
reform measures and activities should help the enterprises to operate 
independently and to be responsible for their profits and losses. Great 
Stress is being laid on the need to delegate more authorities to the 
enterprises and to let them make more profits in order to increase their 
vitality. This is necessary. However, we must also understand that issuing 
such a call alone is not enough, because the enterprises must also be really 
responsible for their own profits and losses. There are relations as well as 
distinctions between independent operation and responsibility for profits and 
losses. Enterprises certainly cannot be without independence, but they must 
also be responsible for both profits and losses and not for profits alone. An 
enterprise must be truly able to operate independently and to assume 
responsibility for its own profits and losses before it can truly become 
commodity producers and dealers. Such conditions must prevail before the 
enterprises can be strongly motivated to improve their economic results and to 
withstand the tremendous pressure in this respect, and before the state can 
use such economic levers as prices and credit to encourage continued efforts 
on the part of the enterprises to improve their economic results. Certainly, 
the enterprises must go through some process before it can operate 
independently and be responsible for their own profits and losses, but this 
process must be continued in the course of the reforn. The reform must 
proceed with this as its central task, and care must be taken to prevent it 
from deviating from its proper path and, more important still, from going in a 
counter direction. There are now signs of obstruction to the enterprises 
being responsible for their profits and not their losses. Therefore, we must, 
on the one hand, keep the functions of the government and the enterprises 
separated, further simplify the administration, and delegate more authority to 
the lower levels. On the other hand, we must clearly define the 
responsibility of the enterprises, strictly enforce financial and economic 
laws, and tighten the budgetary restrictions on the enterprises. Only thus 
can we create an economic mechanism which can correctly handle the 
relationship between speed and economic result within the enterprises. 


Second, the gradual formation of a buyer's market in which the supply will be 
Slightly larger than the demand so as to encourage competition among the 
enterprises: Such competition is a strong motive force for the enterprises to 
improve their economic results. Only through competition can we restrain the 
enterprises from blindly striving for speed of increase in their output value, 
and induce them to shift the focus of their operation and management on to the 
path of improvement of economic results by various means. One important 
prerequisite for the enterprises to start their competition is’ their 
independent operation and their responsibility for profits and losses, and 
another prerequisite is the formation of a buyer's market. Some comrades do 
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not believe in the possibility of a buyer's market. I do not share this view. 
Theoretically, it is possible for a socialist country to practise planned 
economy and to form a buyer's market in which the supply is slightly larger 
than the demand, through scientific planning and economic management. Along 
with tne development of the economic structural reform and the improvement and 
strengthening of planning, and as long as we can properly control the scale of 
fixed asset investment and the consumption funds, we can certainly form a 
buyer's market in which the supply of most products will be slightly larger 
than the demand. From this, we can see that the policies and measures for 
conterolling the scale of fixed asset investment and the consumption funds are 
necessary not only for an appropriate speed of industrial development, but 
also for the formation of such a buyer's market. 


Third, the establishment and strengthening of a system of scientific 
macroeconomic regulation and control: In order that the enterprises will truly 
place the improvement of economic results in the first place and properly 
handle the relationship between speed and result, the state has to strengthen 
and perfect its macroeconomic control, regulation, and management. Therefore, 
it is necessary to establish and continue to strengthen a system of 
macroeconomic control and regulation. Like the enterprises going through some 
process in independent operation and responsibility for profits and losses, 
the establishment and strengthening of a system of macroeconomic control and 
regulation also must go through some process, and the two processes should be 
closely coordinated in steps and in contents. More important still, such a 
system must be suitable for independent operation and responsibility for 
profits and losses of the enterprises. In other words, this system should 
help in the realization of the overall and long-range social interests and be 
suitable for the enterprises' code of conduct. For example, whenever the 
budgetary restrictions for an enterprise become rather "soft," the 
macroeconomic control and regulation should not over-rely on the use of such 
economic levers as price and credit, but rather resort to mandatory plans and 
administrative measures. Whenever the budgetary restrictions for an 
enterprises are rather "hard," then, under this system, we should attach even 
greater importance to these economic levers and reduce the mandatory plans and 
other unnecessary administrative interventions. Experiences have proved that 
enterprises may have different codes of conducts because of their different 
economic environments and other conditions. Unless the special 
characteristics of the enterprise's codes of conduct in different periods are 
taken into consideration, it will be difficult for macroeconomic control and 
regulation to obtain the expected results. Of course, it is possible to 
change the enterprises' economic environment and other conditions through 
macroeconomic control and regulation, and then to change certain codes of 
conduct among them. There is also the problem of mutual coordination of the 
various measures of macroeconomic control and regulation, and we should attach 
great importance to its solution in the course of the economic structural 
reforn. 


Fourth, a serious and in-depth study of some questions: To form the necessary 
social economic mechanism which will bring about a sustained and harmonious 
industrial development at a fairly high speed, there are many questions 
requiring our investigations and study. For example, what essential changes 
have occurred in the relationship between China's state-owned enterprises and 
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the state during the reform in the past several years? The answer to this 
question concerning an assessment of the present conditions of China's 
socialist enterprises cannot be very specific. Some comrades said that the 
present superhigh speed of industrial development is mainly attributed to the 
new system; others attributed it to the old system. This difference of 
opinion should be settled by a scientific verdict on the basis of serious 
investigations and study. Again, what are the factors governing the state- 
owned enterprises' code of conduct? What were the main codes of conduct in 
the past, what are the main codes of conduct at present, what codes have 
undergone changes and what have not and for what reason? The study of the 
enterprises' code of conduct is a very important task. We must clarify these 
questions before we can work out scientific policies for macroeconomic control 
and regulation. Again, what are the characteristics of the state-owned 
enterprises’ responsibility for their profits and losses, and what are the 
differences between these characteristics and those of collective enterprises, 
individual enterprises, and the enterprises of capitalist countries? We must 
also study such questions as: in what forms do state-owned enterprises assume 
the responsibility for profits and losses, what models of goals should be 
adopted, through what steps and stages, and what are the differences between 
the scopes and the degrees of such a responsibility. Again, there are such 
questions as what form of operations can be adopted by state-owned 
enterprises, what are the characteristics and strong points of different forms 
of business operations, and forwhat conditions are the characteristics 
suitable? Can socialist state-owned enterprises adopt the corporation system 
under which the workers of their own and other units can become share-holders? 
Can the ownership rights of state-owned enterprises be divided? For example, 
with the recognition of the state's ownership as a prerequisite, can the 
ownership rights of the state-owned enterprises themselves be affirmed? Can 
we say that while the state has the absolute ownership rights, the enterprises 
also have the relative ownership rights? In this connection, we have also to 
study the question of the ownership structure in industry, including the 
questions of which forms of ownership to be permitted, the trend of their 
development, and the principles, policies and measures to be adopted. Again, 
what changes have occurred during the reform in the state-owned enterprises’ 
relations of interests, including the changes in the relations of interests 
among the state, the collective and the individual workers, the enterprises’ 
long-range benefits and the causes, effects, and trend of the present changes. 
We should also attach great importance to the study of the way in which the 
state-owned enterprises should handle the various relations of interests, the 
measure to be adopted, and the steps to be taken in correctly handling these 
relations. Again, what changes have been brought about by the use of economic 
levers among the enterprises? How to make full use of various economic levers 
to regulate and control the conduct of enterprises? Because of the changes in 
the enterprises’ conditions of operation and in their codes of conduct, the 
role of economic levers has also undergone changes. Then what changes have 
occurred, and which changes are good and which are no good for the healthy 
development of industry? And what policies should be adopted? Again, as the 
steps to be taken in the reform, how should the relationships detween the 
promotion of the enterprises' independent operation and responsibility for 
their profits and losses on the one hand, and the reforms of the pricing 
system, credit system, and financial system on the other be handled? The 
enterprises' independent operation and their responsibility for profits and 
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losses depend on the reforms of the pricing, credit, and financial systems. 
There are differences between them, although all reforms should be helpful in 
promoting the enterprises' independent operation and their responsibility for 
profits and losses. What have we learned from our experiences concerning 
these questions, what are the present problems, and how can the future reforms 
persist in promoting the enterprises' independent operation and responsibility 
for profits and losses as their central task? All these are extremely 
important questions. 


There are still many other questions to be studied. This article has 
presented some views mainly in the form of questions for the purpose of 


"casting a brick to attract jade." The readers are invited to cortrect the 
mistakes. 
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2 June 


ECONOMIC MANAGEMENT 


EASTERN CHINA SOLVES REFORM PROBLEMS WITH REFORM 
Fuzhou FUJIAN RIBAO in Chinese 24 Dec 85 p 1 


{Article by staff reporters Lu Xiugin [7120 0208 0530] and Huang Chuanfang 
[7806 0278 5364]: "Problems in the Reform of Economic Structure Can Be Solved 
Only by Pushing the Reform" ] 


[Text] "Now is the critical moment for continuing to carry out the reform. It 
is by no means the ‘low tide’ or ‘cooling stage' of the reform. Problems 
cropping up in the reform can be solved only by pushing on with the reform." 
This was the unanimous view of the participants at the Second Exchange Meeting 
on the Reform of Urban Economic Structure in eastern China. 


This meeting was held from 16 to 21 December 1985 in Fuzhou. At the meeting, 
leading comrades in charge of the reform of economic structure in the six 
provinces and one municipality of eastern China and in Guangdong and Hunan 
provinces exchanged information on the progress made and experience gained in 
the current reform of urban economic structure as well as tentative plans for 
carrying out the reform in 1986. They emphatically discussed the question of 
how to continue to push on with the current reform in accordance with the 
guidelines of the "Decision" and the "Proposal" of the CPC Central Committee 
for the "Seventh 5-year Plan." Tong Dalin, general secretary of the Chinese 
Society for the Reform of Economic Structure and a noted economist, was 
invited to deliver an important speech at the meeting. 


According to the information exchanged at the meeting, in the past few years, 
especially since the "Decision" of the CPC Central Committee was promulgated, 
all provinces and municipalities have made prominent progress and 
breakthroughs and scored outstanding achievements in the reform of economic 
structure which is centered on urban reform. However, many problems still 
exist in the current reform. 


In order to come to grips with the current reform, comrades attending the 
meeting unanimously held it necessary to solve the following problems: 1) It 
is necessary to give real priority to the reform and support and safeguard the 
reform spirit of daring to explore and blaze new trails. 2) To deepen the 
current reform, it is urgently needed to bring under control the excessively 
high economic growth rate so as to create a good economic and social 
environment for the reform. However, since the formation of a good economic 
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environment also depends on the progress of the reform, especially the reform 
of macrostructure, macroeconomic environment should not be used as a general 
excuse for missing an excellent opportunity for continuing to carry out the 
reforn. 3) From now on in the decontrol and invigorating of microstructure, 
more attention should be paid to the compatibility of macro regulation and 
control and the efforts to increase the flexibility and corresponding ability 
of enterprises. However, this is no reason to increase the direct control of 
the traditional system and weaken the momentum of the microeconomy continuing 
to develop in the direction of a new economic system. 4) New reform measures 
to be taken in the future must dovetail with the policy measures already 
adopted. Existing reform measures should be consolidated and improved to 
continue to push forward the whole reform. But attention should be paid to 
prevent going back and forth, much less going back. 
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ECONOMIC MANAGEMENT 


YUNNAN ADOPTS MEASURES TO STRENGTHEN MACRO-CONTROL 
Kunming YUNNAN RIBAO in Chinese 3 Jan 86 p 1 


(Article by Chang Hanlin [1603 3352 2651]: "The Provincial Government 
Formulated Procedures and Measures To Strengthen Macro-control--Achieve Major 
Changes in the Work of National Economic Planning"] 


[Text] While studying and arranging plans for national economic and social 
development in 1986, the Yunnan Provincial Government recently paid attention 
to studying procedures and measures for further strengthening macro-control 
and worked to have a good start in the first year of the "Seventh 5-Year Plan" 
to ensure sustained, steady, and balanced progress for the national economy. 


Yunnan's economic stuation has never been better since the founding of the 
PRC, but it also has problems. For instance, the scale of capital 
construction is out of control, grain output has declined, the contradiction 
between market supply and demand is acute, and the shortage of raw and semi- 
finished materials is serious. In order to ensure the smooth progress of the 
reform, consolidate and develop the excellent situation, and strengthen 
Macroeconomic control while further relaxing and invigorating the 
microecononmy, the provincial people's government recently formulated 
procedures and measures to strengthen macro-control in 1986. 


To strengthen its macro-control of the economic situation, Yunnan must first 
of all adhere to the reform, achieve major changes in planning work, and focus 
the main energies of planning departments at all levels on studying and 
formulating national economic and social development strategies and major 
principles and policies. In accordance with the guidelines of the proposal of 
the CPC Central Committee for the "Seventh 5-Year Plan" and in light of 
Yunnan's reality, continuous efforts should be made to bring about four 
changes: 1) Change to further decontrol and flexibility, continue to sum up 
experiences and lessons in the reform, correctly handle the dialectical 
relation between "decontrol" and "control" and make a success of macro-control 
and micro-flexibility; 2) change from focusing on figures as in the past to 
studying strategic issues and concentrate main energies on studying 
development strategies, principles, and policies instead of limiting planning 
work to setting targets, listing projects, distributing investment, and 
allocating goods and materials; 3) change from considering only the balance of 
State budgetary funds and state-controlled goods and materials to considering 


57 








the overall balance of society as a whole, exercise comprehensive control of 
budgetary and extrabudgetary projects, and establish a better link tetween 
economic and social developments and between growth rate and the improvement 
of efficiency; and 4) change from the previous practice of excessive 
dependence on administrative means for economic control to voluntary use of 
the law of value and emphasizing the use of regulatory means. 


To better the construction of basic industries and infrastructure such as 
energy, communications, education, scientific research, and raw and semi- 
finished materials under the precondition that the scale of fixed-asset 
investment is under strict control, Yunnan must concentrate energies on key 
projects, control non-productive construction, carry out projects in the order 
of urgency and importance, and avoid doing everything all at the same time. 
Through planning, Yunnan should also concentrate necessary material and 
financial resources to guarantee agriculture, market, education, and urban 
infrastructure and support the economic development of impoverished 
mountainous areas and other important areas. On the basis of ensuring steady 
increase of grain output, Yunnan should further readjust the industrial lineup 
and give full play to its advantages in tobacco, sugar, tea, and forest and 
animal husbandry. 


To keep the scale of fixed-asset investment under strict control, first of all 
Yunnan should take a further step to solve ideological problems. Cadres and 
the masses should unify their understanding according to the policy decision 
of the central government and rid themselves of such erroneous understanding 
as “everybody advancing side by side," "suppressing others, but never 
ourselves" and "depending mainly on higher-ups for control." All levels must 
make concerted efforts to bring the investment scale under control. Second, 
all areas and departments should make arrangements according to the 1986 plan 
(draft) which was recently formulated by Yunnan Province. No one is allowed 
to exceed the scale prescribed by the plan. Those who do will be held 
responsible for doing so. In addition, banking departments are required to 
exercise strict credit control and enforce strict rules and regulations; all 
enterprises and establishments should handle things in strict accordance with 
pertinent rules and regulations on capital construction, renovation, and 
transformation and deposit self-pooled funds into special accounts with the 
construction bank 6 months before they are to be used for the specific 
purpose. Supplies departments should strengthen the control of "three 
products." The state will practice unified purchase and special sales of steel 
products; all new projects scheduled for 1986, including collective projects 
in urban and rural areas, must be approved in strict accordance with the 
division of administrative authorities before they can be started. No project 
should be carried out without approval. At the same time, it is necessary to 
sort out and screen projects left over from the previous year which used self- 
pooled funds and were "exluded from four p;ans." Those which should be 
continued should be given funds and guaranteed goods and materials so that 
they can be completed and put into production as soon as possible. Those 
which should not be continued should be stopped and suspended resolutely. 
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JPRS-CEA-86-065 
2 June 1986 


INDUSTRY 


LIAOWANG REPORTS ON 1ST QUARTER INDUSTRIAL PRODUCTION 
HK281143 Beijing LIAOWANG in Chinese No 15, 14 Apr 86 p 6 


[Article by Xu Yaozhong [1776 5069 0022]: “How To View the lst Quarter Produc- 
tion Situation"] 


[Text] The latest State Statistical Bureau stztistics show that the country's 
industrial production output value for the lsi: quarter of this year rose 4.4 
percent. Many people in economic circles consider this a good beginning. 


The increase in our country's industrial output value since 1986 began cannot 
be considered too substantial. Compared with the corresponding period of last 
year, the increase in January was 5.6 percent; in February, 0.9 percent; and 
in March, 6 percent. Since February, people have developed all kinds of 
thinking and had all kinds of talk. Some said aloud: "That is too bad. 
There tas been a ‘slide’ in industrial production." Some were indifferent, 
as they thought it was only a transient phenomenon and that there would be "a 
turnaround as quickly as people respond to a beauty's charming smiles," with 
a high rate of growth being no problem. Others considered that some new 
factors had really appeared in this year's industrial production. If we 
could remain sober-minded and work in a down-to-earth manner, there world be 
the promising prospect of a proper increase in industrial production in 1986. 


How should we view the situation concerning national industrial production in 
the lst quarter of this year? At the national economic work conference and the 
national work conference on economic reform held not long ago and during the 
period of the Fourth Session of the Sixth National People's Congress; this re- 
porter solicited the opinions of economic circles in various departments and 
areas. Most of the people concerned think bhat the industrial production situ- 
ation this year remains good. There are three reasons why? 


First, in looking at the rate of growth, we should not forget the existing 
base. The pace of growth in the lst quarter as represented ty output value on 
the surface seemed low. Sut we should not forget that this was in relation to 
the extra high rate in the lst quarter of last year. The rate in the lst 
quarter of last year was 23 percent higher than that in the corresponding 
period of the preceding year. Given another increase of 4.4 percent on that 
basis, the pace cannot be considered low. What is especially gratifying is 
that the energy production situation in the lst quarter, especially electric 
power, was quite good. There was a fairly big increase in light and textile 
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products that had been in short supply. The growth of rolled steel, nonferrous 
metals, cement, and other important raw materials was quite spectacular. 


Second, in judging the pace of growth, we must make an analysis to see whether 
it is rational. Of durables, only radio and television sets showed a drop in 
production. Radios were always in plentiful supply in the past few years. A 
drop in output was justified. The drop in the output of television sets 

was chiefly accounted for by black-and-wiite television. This product was 
marked with a large accumulation of stocks in various areas. The color tele- 
vision sets in good demand still showed an increase of over 25 percent in the 
lst quarter. Of textiles, a drop in chemical fiber output was necessitated 
by the readjustment of the mix of products. There had been an oversupply of 
chemical fibers, while the cotton cloth supply had fallen short of the needs 
of the domestic and international markets. So, a cutback in the output of 
chemical fibers and an increase in the production of pure cotton cloth was 
advocated by the Textile Industry Ministry. A drop in the production of 
large-sized machine tools, motor vehicles, and so forth reflected the initial 
results achieved in such macro control measures as controlling the scale of 
capital constructiong,controlling the inflation of consumption funds, and so 
forth. From this, it can be seen that the decreases in the output of certain 
products were right and proper. Such decreases did no harm but permitted 
savings in funds, energy, and raw materials. 


Third, in judgdggooutput value, we must pay particular attention to macro- 
economic results. The industrial production situation can be judged by how 
much output value and >utput have gone up. But macroeconomic results count 
more. In the lst quarter of this year, due to the strengthening of management 
by many enterprises, product quality imrpoved and the consumption of raw mater- 
ials dropped. The increase in taxes handed over to the higher levels by some 
areas and departments, in the profits realized, and in the earnings from sales 
exceeded the growth of output value. The situation concerning the state's 
revenue was favorable. 


Of course, the situation in the Iétsquarter was not all we desired. Relaxed 
control over ideological and political work in the process of wage readjust- 
ment resulted in the dampening of enthusiasm for production by certain workers. 
Different cherished ideas about the factory director responsibility system 
interfered with the exercise of functions by a number of factory directors 

and accounted for relaxed leadership over production. The same fixed standard 
followed in the matter of credit funds caused a general shortage of liquid 
funds in enterprises and produced an ill effect on the development of produc- 
tion. However, these problems have received the attention of the CPC Gentral 
Committee and the State Council and are being gradually taken care of. fFor 
example, concerting the problem of the factory director responsibility sys- 
tem, the leading comrades of the State Council have reiterated that we must 
comtinueusly uphold the system. It was clearly pointed out that factory 
directors have the power to employ people. On the problem of liquid funds, 
banks have taken four measures: 1) We must follow a policy of making distinc- 
tions in our approach to cases and granting loans on a rational basis. In 
granting industrial loans, we must give priority to support for the development 
of energy, communications, transportation, raw material-related, and other 
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undertakings; support for the production of consumer goods suited for the 
market; and support for the production efforts of enterprises that earn 
foreign exchange as exportwrs. 2) Banks can grant special loans to newly- 
built and newly-expanded enterprises whose products are suited for the market 
and whose economic results are good, if they should find themselves short of 
funds. 3) Banks should actively help enterprise take care of accumulated 
stocks of goods and liquidating loans in arrears. 4) We should do a good 
job in providing funds where they are needed and appropriately ease credit 
terms concerning funds that are needed now in the development of production. 


Given the implementation of these tasks and measures, our industrial produc- 
tion will show a steady increase or an increasingly strong performance. Ac- 
cording to the forecast of some economists, the rate of industrial growth 
fortbhe whéhe year is likely to be maintained at around 10 percent. 
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JPRS=CEA=86-065 


2 June 1986 


INDUSTRY 


NINGXIA INDUSTRY DEVELOPS STEADILY IN 1ST QUARTER 
HK300821 Yichuan NINGXIA RIBAO in Chinese 18 Apr 86 p l 


[Report: "Ningxia's Industrial Production and Transportation Developed Stead- 
ily and Harmoniously in the First Quarter of 1986") 


{[Taxt] Im the first quarter of 1986, industrial production and transporta- 
tion in the whole autonomous region maintained a good situation by achieving 
satisfactory economic results and maintaining an appropriate growth rate. 
This also led to a substantial increase in exports and revenues. 


In the first quarter, industrial production and transportation continued to 
grow steadily and harmoniously. The total industrial output value in the 
whole region was 555.66 million yuan, marking an increase of 8.2 percent over 
the same period of last year. This growth rate was higher than the national 
average. Light industry and heavy industry increased respectively by 6.6 
percent and 8.9 percent. Output of such products as steel, aluminum ingots, 
calcium carbide, cement, bearings, woolen blankets, and beer increased sub- 
stantially. The coal industry also maintained a stable output in spite of 
more holidays in this period, and fulfilled one-fourth of the annual target. 
The railway freight volume in this region increased by 1.9 percent over the 
same period of last year, and the output of electricity increased by 27.88 
percent. In the whole period of the first quarter, electricity supply was 
not subject to any rations, and this provided a good basis for the steady de- 
velopment of industrial production. 


All the region's localities and departments have seriously carried out the 
spirit of the regional economic work conference and the recent telephone con- 
ference and have paid attention to summing up the experience in directing in- 
dustrial production and transportation in the period of the Sixth 5-Year Plan 
midppeeventing themselves from relaxing efforts. From the beginning of the 
first quarter, they tried hard to maintain a good situation in which there 
are both good economic results and an appropriate growth rate in industrial 
production and transportation. Meanwhile, responsible comrades of various 
regional econemic departments led other cadres to inspect work and make in- 
vestigations in some key enterprises in Yinchuan and Zhizuishan. They helped 
those enterprises solve such problems as lack of raw materials, working funds, 
markets for farm machines and fertilizer, thus ensuring the steady growth in 
industrial production and transportation. In March, the total industrial 
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output in the region exceeded 200 million yuan for the first time. The elec- 
tricity bureau, the metallurgical industrial company, the petrochemical com- 
pany, the urban and rural construction department, the state farm administra- 
tion, Shizuishan City, and Wuzhong City increased their industrial output 
value to differing extents in the first quarter. 


The work of increasing exports and foreign exchange earnings has also made 
substantial progress. The policies for promoting the integration of indus- 
trial production with foreign trade and for giving incentives to the enter- 
ptises toitincrease exports have effectively aroused the initiative of the 
enterprises to develop export-oriented production. Both the quantity and 
variety of export goods have been increased. In the first quarter, the 
region's total export volume reached $6.98 million, an increase of 162 per- 
cent over the eame period last year. Among other goods, the export of 
anthracite, rice, and maize increased substantially. Since the beginning of 
this year, localities, departments, and enterprises in this region have con- 
tinued to concentrate their efforts on improving economic results, stopping 
business losses, and increasing profits. The heavy industrial department, 
Yinchuan City, and Guyuan prefecture have substantially reduced the losses 
incurred bv their enterprises. The regional revenue in the first quarter 
increased by 19.6 percent over the same period of last year. 
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2 June 1986 


LEADERS INSPECT CHINA-MADE PLANES 
OW160625 Beijing XINHUA Domestic Service in Chinese 1221 GMT 15 Apr 86 


[Excerpts] Beijing, 15 Apr (XINHUA)—-Nearly 50 members of the Central Ad- 
visory Commission inspected China-made planes at the Capital Airport today. 
They admired the major progress made in developing China's aeronautics indus- 
try and also made some suggestions for the further development of the indus- 


try. 


Wang Shoudao, Wu Xiuquan, Chen Xilian, and Duan Junyi, members of the 
Standing Committee of the Central Advisory Commissienyg:and other commission 
members carefully inspected five models of aircraft. They were the transport- 
5, transport-7, and transport-ll, transport-8, and transport-12. Afeer in- 
quiring about the performance and manufacture of the aircraft, the advisors 
took to the sky in a transport-7 and transport-8. 


On behalf of the Central Advisory Commission, Wu Xiuquan said: Today I am 
very pleased to see the different models of aircraft manufactured in China. 
The people of the entire country are concerned about the development of the 
aeronautics industry. 


Wu Xiuquan pointed out. We should pool all our technical forces to tackle 
knotty problems in developing the aeronautics industry so as to enable China 
to manufacture many kinds of high-performance aircraft. While implementing 
the principle of giving priority to self-reliance, we should also bring in and 
apply advanced foreign technology. 
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JPRS-CEA-86-065 
2 June 1986 


INDUSTRY 


INCREASED INVESTMENT IN CHEMICAL INDUSTRY 
0W241946 Beijing XINHUA in English 1541 GMT 24 Apr 86 


[Text] Beijing, 24 Apr (XINHUA)--China will invest more than 20 billion 
yuan in developing and upgrading its chmical industry in the coming five years. 


The announcement was made here today by Qin Zhongda, chemical industry 
minister, at a national work conference on the chemical industry which 
opened here today. 


Qiu said the figure represents an increase of 64.5 percent in state 
investment for his industry in the next five years over the previous 
five years. 


China's chemical industry is to construct 100 large and medium-sized projects 
in the coming five years, including three soda ash factories each with 

an annual production capacity of 600,000 tons in Shandong, Hebei and 

Jiangsu provinces. 


China will upgrade 64 projects, including the Sichuan chemical plant, 
Liaohe chemical fertilizer factory and Nanjing chemical industrial company. 


Of 100 new projects, 66 large and medium-sized projects will be built 
and go into operation in the period between 1986 and 1990. 


By 1990, the annual output of chemical fertilizer produced in China will 
hit 16.3 million tons as against 13.35 million tons last year; soda ash 
will increase 75 percent, reaching 3.5 million tons. 


The industry will give priorities to three aspects: 


-- compound fertilizer and chemical ores: building a number of key projects 
for production of compound fertilizer and urea while upgrading medium-sized 
chemical fertilizer factories; 


-- semi-finished chemical products: building three soda ash factories, each 
with an annual capacity of 600,000 tons, expanding five alkali factories 
and upgrading a number of small enterprises; 
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-- fine chemical products: undertaking 72 new projects and reconstruction 
projects, expanding production of chemical pesticides, dyestuffs, 
coatings, catalytic agents, additives and other reagents. 


Minister Qin said the chemical industry is facing heavy tasks and 

four severe challenges: the speed of development has slowed down in the past 
few years and can not keep pace with industry and agriculture; large 

energy consumption but short supply of energy; irrational structure of 
products and competition in the world market; backward facilities and 
technology in some enterprises. 
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JPRS~CEA=86-065 
2 June 1986 


INDUSTRY 


LIAOWANG ON NEW TRENDS IN LIGHT INDUSTRIAL DEVELOPMENT 


HKO80727 Hong Kong LIAOWANG OVERSEAS EDITION in Chinese No 17, 28 Apr 86 
pp 15-16 


[Article by Hong Kong [3163 3163] and He Yanping [0149 4291 1627]: "New 
Trends of Development in China's Light Industry"] 


[Excerpts] In a recent speech, Chinese Premier Zhao Ziyang pointed out: 
On the consumer goods market, efforts should be made to create a situation 
marked by supply slightly exceeding demand in order to gradually develop 

a buyer's market. This idea has inspired Chinese consumers and indicated 
the direction for future consumer goods production. 


From Having Adequate Food and Clothing To Beijing Fairly Well-Off 


Before 1980, China's consumer goods pattern still stressed meeting the basic 
needs of the people with low income and lew consumption as regards their 
simplist daily life. Light industrial production lagged behind the 

people's needs and there was a serious imbalance among agriculture, light 
industry, and heavy industry. As commodities were in short supply, we 
could not but use all kinds of tickets or certificates to restrict supplies. 
During the Sixth 5-Year Plan period (1981-1985), the Chinese Government 
vigorously developed consumer goods production by implementing a 
"six-priority" policy toward light industry. After several years of 

hard efforts, the situation marked by supply falling short of demand has 
notably changed. According to statistics, the light industry, which in 
terms of commodity value provides more than one-third of the total consumer 
goods market value, supplied the market with commodites worth more than 480 
billion yuan during the Sixth 5-Year Plan period. It can be said that 

the Sixth 5-Year Plan period saw the great expansion and development 

of light industry. It was the best period in the history of light 
industrial production. 


It is on this basis that the program for Light Industrial Development in 
the Seventh 5-Year Plan period has been drawn up. It is aimed at adapting 
to the need to gradually enhance the quality of the people's lives and 

lay a good foundation for development in the next decade. The specific 
goal is that the gross value of light industrial production in 1990 is 

set at 231 billion yuan, an average annual increase of 8 percent. This 
means that in the next 5 years light industry should provide the consumer 
goods market with commodities worth more than 1,600 billion yuan. 
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With its 40-plus major trades, light industry turms out a rich variety of 
products. Food, clothing, and durable consumer goods are regarded as the 
three mainstays of light industry. The output value of the three major 
trades always accounts fo: more than 40 percent of the total value of 
light industrial output. They are the trades most closely related to 
millions upon millions of consumers. 


The total output value of the food industry, the first mainstay of 

light industry, was 20 billion yuan last year, accounting for 7.8 percent 
of the total value of light industrial output, up 80 percent over 1980. 
By 1990 it will have reached 30.8-35.8 billion yuan. 


Durable consumer goods have developed most rapidly in China in recent years. 
Household electrical appliances in particular have grown by leaps and 
bounds, almost out of nothing. In 1980 the volume of retail sales in 
durable consumer goods accounted for only 4.4 percent of the country's 

total volume of retail sales in consumer goods, which was a very small 
proportion. By 1985 the total output value of household electrical 
appliances alone reached 6 billion yuan, an increase of 414 percent over 
1980. The output of washing machines increased by 35 times, refrigerators 
by 23 times, and electric fans by 2.7 times. 


By 1990 the total output value of household electrical appliances will have 
reached 17 billion yuan, an increase of 183 percent over 1980. The annual 
output of refrigerators and washing machines will have reached 5 million 
and 8 million respectively. 


In the Seventh 5-Year Plan period, on the basis of imprceving economic 
results, China's light industry will maintain a better than moderate growth 
rate and strive, by 1990, to improve the quality of 25 percent of its 
products to such a level as to rival the quality products abroad. 


Quicken the Pace of Entering the International Market 


Light industrial products are China's traditional export products. The 

export value of light industrial products has always accounted for some 

20 percent of China's total export value over the years. In the Sixth 5-Year 
Plan period, by exporting light industrial products China earned $24.2 billion 
in foreign exchange. In the future, the focus of development of China's 

light industrial export commodities will be placed in the coastal areas 

and open cities. China will rely on these areas to achieve the changeover 

of light industry from an inward-oriented to an outward-oriented pattern. 


The foreign exchange earnings of China's light industry will increase by 
60 percent. 90 over 1985, an average annual increase of 9.8 percent. 

It is estimated that at that time there will be 15 categories of products 
whose annual foreign exchange earnings through export will exceed 

100 million yuan. 





In the Sixth 5-Year Plan period, China imported nearly $3 billion worth of 
light industrial technology and equipment. It has transformed the outdated 
enterprises, developed the rising industries, increased the number and 
variety of new products, and reduced the consumption of energy and raw 
materials. During the Seventh 5-Year Plan period, China's light industry 
will continuously do a good job in imports, particularly the imports of 
software and technology. The focus of construction will be on the 
production lines of beer, clothes processing, papermaking, canned food, 
drinks, glass bottling, and leather. 
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JPRS-CEA~86~065 
2 June 1986 


INDUSTRY 


BUILDING MATERIALS INDUSTRY TO GROW THROUGH PRC-FOREIGN WORK 
HK100512 Bezjing CHINA DAILY in English 10 May 86 p 1 
[By staff reporter Liu Dizhong] 


[Text] China is expanding its economic and technological co-operation 
with foreign countries to develop the nation's building materials industry. 


Efforts are also being made to seek new world markets for China's 
traditional building materials like marble, granite, gr-rhite, talcum and 


quartz. 


Negotiations are in full swing to import technology and equipment to 
improve production of cement, plate glass, high-quality ceramics, wall 
and roof materials, architectural decorations and fitting materials. 
Foreign partners are mainly from Italy, Federal Republic Germany, 
Britain, France, the United States and Japan. 


China also plans to import technology and other facilities to upgrade its 
exploration for and processing of the country's abundant marble and 
granite resources, Lin Hanxiong, director of the State Administration 

of Building Material Industry, told CHINA DAILY. 


Lin said more than $200 million was spent last year on importing 
technology and equipment, which would not only help modernize the nation's 
building materials industry, particularly the production of new-type 
materials, but also greatly reduce the nation's import of high-quality 
fitting and decoration materials. 


Economic co-operation with foreign countries also includes allowing 
foreigners to explore for deposits of some non-metallic minerals such 
as granite, marble, mica, gypsum and talcum, Lin said. 


Widespread capital construction and the building boom both in urban and 
rural areas are the incentives for the rapid development of the nation's 
building materials industry. Production of cement this year is expected 
to reach 145 million tons, an increase of 15 percent over last year, and 
the output of plate glass will be 60 million standard crates, a rise of 
9 percent. 
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JPRS~CEA-86-065 
2 June 1986 


INDUSTRY 


PLANS TO INCREASE PAPER, CARDBOARD PRODUCTION REPORTED 
0WO71358 Beijing XINHUA in English 1226 GMT 7 May 86 


[Text] Beijing, 7 May (XINHUA)--China will increase its production of paper 
products and cardboard and lower the weight of newsprint paper over the 
next 15 years, according to today's PEOPLE'S DAILY. 


Paper products for daily use, such as toilet paper, diapers, paper napkins, 
and paper curtains, will account for six percent of the country's total 
paper production by the year 1990, as compared with almost four percent 

in 1980, said the DAILY. 


China plans to produce 3.8 million tons of package cardboard in 1990, 
which will account for about 40 percent of the country's paper and 
cardboard products. Only 23 percent of China's paper and cardboard 
production in 1980 was given to package cardboard. 


However, even with the increase, the country's package cardboard 
production will still fail to meet the market demand of 4.3 million tons 
in the year 1990, said the DAILY. 


Lack of timber is a major factor which results in the unsatisfactory 
production of package cardboard, it noted. To tackle the problen, 
the DAILY said the country should explore its rich resources of cotton. 


China produced more than 12 million tons of cotton in 1985. It takes 
approximately two tons of cotton to make one ton of cardboard. 


To boost its paper industry, China will perform technical retooling in 
its large or middle-sized paper mills and increase research on technology 
of making paper from grass, bamboo, and bagasse pulp, said the DAILY. 


The country will also increase its production of offset printing and 
copper printing process paper, coated magazine paper, web paper, liquid 
paper containers, duplicating paper, and computer paper. 


The per square-meter weight of the country's newsprint will go from the 
present 51 grams to 48 grams or lower. Other types of paper will also 
be lightened over the next decade or so, said the DAILY. 
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BRIEFS 


INDUSTRIAL PRODUCTION IN CHONGQING--Industrial production in Chongqing City 
began to increase in April. Industrial output value for April increased 

by 3.6 percent over March. Due to shortage of power, capital, and raw 
materials, industrial production in the city decreased in the first 

quarter of this year. Since 10 April, the city CPC Committee and government 
have held three meetings on industrial production and adopted a series 

of urgent measures. Leaders at all levels in industrial and communications 
departments have gone to the grassroots to perform their official duties 
there. They have instituted the 24 hour duty system. All economic 
departments have also actively created conditions to boost industrial 
production. [Excerpt] [Chengdu Sichuan Provincial Service in Mandarin 

0930 GMT 6 May 86 HK] /12624 


IRON, STEEL OUTPUT BOOST--Beijing, 4 Apr (XINHUA)--China produced 

12.36 million tons of steel and 11.62 million tons of pig iron in the 
first 3 months of this year, the Metallurgical Industry Ministry 
announced today. Compared-with the same period of last year, the steel 
output was up by 9.8 percent and iron, by 11.9 percent. The output 

of heavy and light rails, medium-thickness steel sheets and fine-quality 
shaped steel, which are badly needed in China, registered a 10 percent 
increase over the same period in 1985. The Ministry attributed the 
increase to the renovation of old iron and steel mills and the startup 
of the Baoshan Iron and Steel Corporation near Shanghai. [Text] [Beijing 
XINHUA in English 1915 GMT 4 Apr 86 OW] /12624 
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CONS TRUCTION 


SHANGHAI'S JIANG ZEMIN ATTENDS HOUSING MEETING 
OW101353 Shanghai City Service in Mandarin 0000 GMT 10 May 86 


[Excerpts] Shanghai has laid down the goal for housing construction in 
the Seventh 5-Year Plan. It will strive for a per capita housing space 
of 6 square meters for the city proper. 


The municipal government held a meeting on housing construction on 9 May 
to lay down the objectives of housing construction for this year and 
during the Seventh 5-Year Plan. 


Mayor Jiang Zemin and Vice Mayor Ni Tianzeng attended and addressed the 
meeting. 


Shanghai made fairly rapid progress in housing construction during the 
Sixth 5-Year Plan. However, housing shortage is still a prominent 
problem. Statistics show that Shanghai's per capita housing space is 
less than 3 square meters, and that there are more than 500,000 families 
with housing difficulties, where one room is shared by three generation 
or two couples. 


The meeting proposed to complete and put to use 4.6 million square meters 
of houses with electricity this year. It laid emphasis on the construction 
of utility, power supply, and environmental projects for the residential 
areas. 
{ 


Furthermore, the meeting disclosed that the major objectives in housing 
construction in Shanghai during the Seventh 5-Year Plan had been laid down, 
including the construction of 22 million square meters of new houses, 
equivalent to housing space for about 425,000 families. This will basically 
solve the problem of families currently experiencing special housing 
difficulties. 
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CONS TRUCTION 


HUANG HE DIVERSION PROJECT TO SOLVE QINGDAO WATER PROBLEMS 
HKO91356 Hong Kong LIAOWANG OVERSEAS EDITION No 17, 28 Apr 86 p 18 


[Article by Xiao Taifeng [5618 3141 1496] and Zhu Wenzhi [2612 2429 1807]: 
“Leading Water from the Huang He to Qingdao -- Another Large-scale Water 
Conservation Project in China™] 


[Excerpts] After the project of diverting water from the Luan He to 
Tianjin was completed, another large-scale trans-river basin water diversion 
project in China --~- diverting water from the Huang He to Qingdao -- was 
started in Shandong Province on 15 April. By the end of the 1980's, water 
from the Huang He, once the silt has settled, will flow to Qingdao City 
through a new canal, thus the long-standing problem of water shortage 

in the city will be basically solved. 


Diverting Water from the Huang He to Qingdao 


In the wake of constant economic growth and the implementation of the 
policy of opening up to the outside world, there is an evergrowing need 

for water in Qingdao City. In order to ensure that Qingdao's gross 
industrial output value will quadruple by 2000 and to turn Qingdao into 

a modern tourist and port city which, with light industry and the textile 
industry as its main production sectors, will have a prosperous economy, 

a beautiful environment, and a high standard of scientific and technologiral 
development, culture, and education, Shandong Province put forth on 

January 1982 a tentative trans-river basin diversion project aimed at 
drawing water from the Huang He to Qingdao. 


Is it possible to draw water from the Huang He in Northern Shandong to 
Qingdao City on the southern side of the Shandong Peninsula? After 
thorough investigations, on-the-spot prospecting, and repeated comparisons 
and feasibility studies, water conservation experts from Shandong and 
other provinces unanimously agreed that this is a way to solve once and 
for all the problem of Qingdao's water supply as a reliable scurce of water 
is available and the whole plan is fe.sible and economically rational. 
During an inspection of the Huang He by Wan Li, Hu Qili, Li Peng, and 
other leaders from the CPC Central Committee and the State Council, it 
was decided that the open canal method would be used in the project of 
diverting water from the Huang He to Qingdao. On 18 October 1985, the 
State Council officially ratified this project, to be run by 

Shandong Province. 
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Sun Yirang, chief engineer in charge of the constructio of the project, 

told us: The project of diverting water from the Huang He to Qingdao will 
start from the Dayuzhang water gate at Boxing County in Northern Shandong, 
the canal will pass through 19 counties and districts under the jurisdiction 
of Huidong prefecture, Dongying, Weifang, and Qingdao cities, cross over 

36 large and small rivers including the Xiaoqing He, the Mi He, the 

Bailand He, the Wei He, the Jiaolai He, and the Dagu He, and then flow into 
Jihongtan Reservoir, which has a capacity of 140 million cubic meters, 

newly built on the southern side of the Qingdao-Jinan railway. After that, 
water will be drawn to Hedong Waterworks in Qingdao City through water 
supply pipelines. The total length of the water diversion system will 

be about 290 kilometers. It will contain more than 330 pumping stations, 
aqueducts, bridges, waterworks, and culvert gates. The volume of excavation 
and fill involved in the whole project will total 60 million cubic meters 
and the stone laying work will total 900,000 cubic meters. With an 
investment of 800 million yuan, the whole project will be basically 
completed in 3 years and rounded off in 4 years. 


The project of diverting water from the Huang He to Qingdao will be the 
greatest water conservation and urban construction project that Shandong 
Province has initiated in the past 30-odd years since the founding of 

the PRC. Given a 95-percent water supply rate, the project, after ccupletion, 
will supply Qingdao with 109.5 million cubic meters of water a year, or 
300,000 tons a day. So, a fundamental turn for the better in water supply 
will be effected in Qingdao City by the year 2000. In light of the 
importance of the role that water plays in industrial production, tie 

project will bring Qingdao an additional income of more than 180 million 

yuan a year, and the city's per-capita consumption of water will be 

raised from the current level of less than 50 liters a day to over 160 liters 
a day by 2000. 


Looking ahead, Chief Engineer Sun Yirang said: In the near future, Shandong 
will launch a project to divert water from the south to the north, that is, 
to divert water from the Chang Jiang to Dongping Lake; and another project 
to divert water from the western part of the province to its eastern part, 
that is, to divert water from Dongping Lake to Shengli Oil Field bordering 
on the Bo Hai. These projects, linked with the project of diverting water 
from the Huang He to Qingdao, will form an artery for water supply 
stretching across the central part of Shandong Province which will make 

the unified control and use of the waters of the Chang Jiang, the Huang He, 
and local sources possible. This will be of inestimable significance to 
the long-tezm development of Shandong Province. 
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CONSTRUCTION 


DALIAN PORT UNDER LARGE-SCALE CONSTRUCTION 
OW120559 Beijing XINHUA in English 0540 GMT 12 May 86 


[Text] Dalian, 12 May (XINHUA)--Twenty-two projects are under construciton 
to upgrade the freight-handling capacity of Dalian, the biggest port in 
north China, according to the city authorities. 


The annual handling capacity of the port will increase from 43 million tons 
in 1985 to 70 million tons by 1990. 


The port handles import and export goods for the whole of northeast China, 
including Liaoning, Jilin and Heilongjiang provinces and the eastern part 
of the inner Mongolia autonomous region. 


Since the state decided to open Dalian to the outside world in 1984, 
imports and exports in this region have risen so rapidly that port 
congestion has become a serious problem. 


The projects under construction include: 


-- the Heshangdao coal harbor, with an annual capacity of five million tons. 
Some 30 km from the city proper, the harbor is scheduled to go into ° 
operation by 1988; 


-- a berth to accommodate 200,000 dwt oil tankers; 


-- the Dayao bay harbor. With ten berths to accommodate ships under 
100,000 dwt, the harbor will have an annual capacity of 5.7 million tons 
after its completion in 1994; 


In addition, 19 technological transformation projects are underway. . 


The local government has invested in the trensformation of a coal dock into 
one to handle corn, with an annual capacity of 1.5 million tons. The project 
will be completed by the end of this year. 


Meanwhile, the state has imported 40 diesel locomotives from the United 
States to accelerate transportation of imports and exports from the port 
to other parts of China. 
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The port is also streamlining the loading and unloading equipment. 


At the same time, five medium-sized and small ports are being built 
along the 2,000 km of coastal line of Liaoning peninsula to divert imports 
and exports from Dalian and so ease the congestion in that port. 


The Dalian Marine Safety Control Bureau under the Ministry of Communications 
was set up recently, to facilitate the operations of foreign ships. 
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BEIJING MAYOR COMMENTS ON PRESERVING CITY'S CHARACTER 
0W131201 Beijing XINHUA in English 1146 GMT 13 May 86 


[Text] Beijing, 13 May (XINHUA)--From now on, buildings constructed in 
Beijing should keep in harmony with the ancient edifice, mayor Chen Xitong 
said here today. 


Only two or three-story buildings not exceeding nine meters in height 
will be aliowed within 250 meters of the walls of the imperial palace, 
he specified. 


For areas nearby, the maximum height of buildings will be 18 meters, he 
added. 


In addition to restricting the height of new buildings, the mayor called 
for keeping the flavor of the ancient capital especially in areas 
round the forbidden city. 


Beijing was China's capital for more than 800 years, from the Yuan 
(1271-1368) through to the Qing dynasty (1644-1911). 


He made these proposals in a report on Beijing's social and economic 
development during the Seventh Five-Year Plan period (1986-1990) to the 
Fifth Session of the Eighth Municipal People's Congress which opened 

in the great hall of the people. 


Still more effective protection of cultural relics and sites of historic 
interest was another proposal. So far, Beijing has designated 189 such 
relics and sites under state or municipal protection. 


Beijing should als» strive to integrate the national and modern building 
styles, he said, under the principle of building Beijing into a modern 
city while preserving its characteristics as an ancient capital. 


The new buildings should be not only beautiful but practical and 
economical, he added. 


Unauthorized construction of buildings will be banned, such as grabbing 
every bit of space to erect buildings among old houses. 
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Over the past three decades, he noted, the city area, in a chess—board 

pattern, has expanded greatly, with the old north-south axis extending 

to 15.3 km from 7.8 km, while a new east-west axis has been formed with 
the widening and extending of east and west Changan Boulevard. 


The old city wall has been demolished and ring roads and underpasses 
constructed. 


/12624 
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JPRS*CEA-86-065 
2 June 1986 


CONSTRUCTION 


BRIEFS 


CHINA TO COMPLETE PROJECTS--Beijing, 25 Apr (XINHUA)--China is to complete 
78 major capital construction projects this year, according to the State 
Planning Commission today. This will add an extra 15 million tons of coal, 
84 million bbl of crude oil, 3.8 million tons of steel and two million tons 
of cement a year. It will also add a generating capacity of 4.8 million kw 
to the country's power industry and increase the cargo handling capacity of 
ports by 24 million tons. New railway lines totaling 1,000 km will be 
opened this year, with some 300 km of lines electrified. The projects 

also cover the textile, electronics, automobile, machine-building, medicine, 
water conservancy, and light and defense industries. [Text] [Beijing XINHUA 
in English 1050 GMT 25 Apr 86 OW] /12624 


TIANJIN MAYOR DISCUSSES RECONSTRUCTION--Tianjin, 26 Apr (XINHUA)--Tianjin has 
more than repaired the damages caused by a 7.8-magnitude earthquake in 1976, 
through reconstruction over the past decade. Speaking at a municipal People's 
Congress session now in progress, Mayor Li Ruihuan said that over the past 
decade, Tianjin has built houses with a floor space of more than 22 million 
Square meters. The earthquake, which occurred in nearby Tanshan on 

July 28, 1976, damaged more than 16 million square meters of Tianjin's 
housing, he said. A dozen new residential quarters, with one million 
households, have been completed. Meanwhile, the city has repaired or 
reinforced 14 million square meters of housing. In the course of 
reconstruction, Tianjin widened 30 streets and built two ring roads with a 
total length of 35 km, as well as a dozen overpasses. From now on, the 
mayor said, municipal construction will be in line with an overall plan 

that envisages Tianjin as an industrial economic center and an international 
port. [Text] [Beijing XINHUA in English 0904 GMT 25 Apr 86 OW} /12624 


TIANJIN HARBOR BUILDS BERTHS--The Nanjiang freighter berth [Kaochuandun 
Bowei 7237 5307 4321 3124 0143] construction project in Tianjin Harbor 
formally started on 26 April. As one of the key construction projects 
of Tianjin Harbor, the project involves seven 10,000-ton-class berths. 
Upon the completion of this project, 11 million tons of loading and 
unloading capacity will be added to Tianjin Harbor. [Summary] [Tianjin 
TIANJIN RIBAO in Chinese 2/ Apr 86 p 1 SK] /12624 


cso: 4006/1025 
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JPR 1986 


2 June 


FOREIGN TRADE AND INVESTMENT 


JIANGXI USED MORE FOREIGN CAPITAL IN 1985 
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 20 Dec 85 p 3 


[Article by reporter Chen Yao [7115 3852]: "Jiangxi Quickens Tempo of Using 
Foreign Capital--European, American, and Southeast Asian Investments Account 
for 80 Percent and Priority Is Given to the Development of Energy, 
Communications, Posts, Telecommunications, and Tourism"] 


[Text] According to the Jiangxi Provincial Government, Jiangxi in 1985 
absorbed $1 billion of foreign capital for the funding of 165 projects, an 
18.7-fold increase over 1984. Among these projects, 16 have already been 
completed and put into production. 


A government official of this province said it is estimated that after they 
are completed and put into production, the 118 imported items of technology 
and equipment which cost over $56 million will produce 1 billion yuan of 
output value annually. 


This official said that one of the characteristics in Jiangxi's efforts to 
quicken its tempo of using foreign capital in 1985 is strengthening energy 
construction. After the Jiangxi Power Network was merged into the Central 
China Power Network in the second half of 1983, four thermal power generator 
sets with a total capacity of 500,000 KW in Jiujiang and Guixi areas were put 
into operation, increasing the total installed capacity of Jiangxi Province to 
2.15 million KW or so. 


In the meantime, the government encouraged all departments to strive to 
rejuvenate communications businesses. Two new air routes--one from Lushan to 
Xian via Huiyang and another from Wuhan to Fuzhou via Nanchang--were open and 
flights from Nanchang to Beijing and Guangzhou were increased in 1985. Since 
its offical operation in June 1985, the Wangan Railway has reduced pressure on 
the two trunk lines of the Zhegan and Yingxia railways. 


A number of guest houses and hotels were built and expanded in major 
industrial and tourist cities such as Nanchang, Jingdezhen, and Jiujiang. 


In addition, efforts are being stepped up to replace communications, posts, 
and telecommunications facilities. A set of 10,000 program-controlled 


telephones are now being installed in the provincial capital--Nanchang--and 
will be put into operation in 1986 according to the plan. 
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This official also said that in the past most investors came from the Hong 
Kong and Macao area. In 1985, foreign businessmen came one after another from 
European, American, and Southeast Asian countries. Their investments have 
increased to about 80 percent. 


While absorbing foreign capital, Jiangxi also established joint ventures in 
Japan, the Federal Republic of Germany, and Hong Kong. It also signed letters 
of intent for local investment in South Dakota and New York of the United 
States. 


Located in the hinterland to the south of the Chang Jiang, Jiangxi Province is 
rich in natural resources. In opening to the outside, it has emphasized the 
need to choose projects that yield great economic results and quick foreign 
exchange earnings while building export commodity bases and developing export 
trade. 


12302 
CSO: 4006/716 
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JPRS-CEA-86-065 
2 June 1986 


FOREIGN TRADE AND INVESTMENT 


TRADE BETWEEN MAINLAND CHINA, HONG KONG INCREASES 
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 7 Jan 86 p 5 


[Article by staff reporters: "Mainland China Strengthens Economic Activities 
in Hong Kong--Cooperation Projects and the Transactions of Export Commodities 
Broke Records in 1985"] 


[Text] Last year was a year in which the most frequent economic contacts were 
made between mainland China and Hong Kong. Various provinces and 
municipalities repeatedly sponsored various economic talks and fairs and set 
up trade organizations one after another in Hong Kong. At the same time, Hong 
Kong-based Chinese organizations also formed corporations. These activities 
have accelerated economic cooperation between the two areas. 


Last year, a total of 20 provinces and municipalities of mainland China 
sponsored economic and technological cooperation talks and export commodity 
fairs in Hong Kong with great successes. According to incomplete statistics, 
various agreements and letters of intent signed last year on economic and 
technological cooperation involve over $3 billion and the transactions of 
export commities amounted to over $500 million, breaking historical records. 
Of all provinces, Guangdong had the richest results. It signed over 300 
contracts worth more than $1.1 billion and exported nearly $200 million of 
commodities. Shanxi, Hunan, Yunnan, and Guangxi provinces and autonomous 
regions came to hold talks in Hong Kong for the first time and even the remote 
Nei Monggol Autonomous Region also brought to Hong Kong 54 economic and 
technological cooperation projects. 


Last year, mainland China's economic activities in Hong Kong mainly consisted 
of import and export trade, technological and financial cooperation, personnel 
training, and the study of management experience. 


Last year was a year in which the greatest number of traie organizations were 
established in Hong Kong by various provinces and municipalities of mainland 
China. Jiangsu, Guangxi, Qinghai, Henan, Hunan, Shaanxi, Guizhou, and Nei 
Monggol provinces and autonomous regions and Fuzhou, Beihai, and Ningbo cities 
established new organizations in Hong Kong. Last year alone, 10 municipalities 
and cities of Guangdong Province established companies in Hong Kong. 
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Many Hong Kong-based Chinese organizations have concentrated on diversified 
business, increased investment in Hong Kong, and formed corporations. Last 
year, the China Merchants Corp., the China Travel Service, the Yuehai, 
Shenye, and Huamin companies formed corporations one after another in Hong 
Kong. 


The China Merchants Corp. is one of the Chinese organizations of the longest 
history and greatest assets in Hong Kong. It has now developed into a large 
international corporation with nearly 200 subordinate companies, subsidiaries, 
and jointly-managed companies. The China Travel Service has been in Hong Kong 
for several decades. It has not only built new buildings and bought two 
hotels in Hong Kong but also prepared to build an "Overseas Chinese Town" in 
Shenzhen and vigorously engaged in many businesses, including domestic and 
foreign travel services, consulting service, industry, passenger and freight 
transport, and trade. In addition, the China Resources Holding Co.--the 
largest trade organization of mainland China in Hong Kong, which was 
incorporated in 1983--now owns over 50 subordinate companies of sole 
proprietorship and has developed its business scope from trade to industry, 
navigation, storage, and general merchandise. Last year the China Resources 
Holding Co. invested HK $250 million to develop the Changshawan cargo wharf 
and warehouse to meet the increasing need for freight transport between 
mainland China and Hong Kong. The Everbright Corp., which was incorporated in 
1984 and now owns 11 subsidiaries, has imported over $500 million of 
technology and equipment for mainland China in the past 2 years. Chinese 
organizations which are active in all sectors of Hong Kong's economy have 
become an important force in accelerating economic exchange and cooperation 
between mainland China and Hong Kong. 
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JPRS~CEA-86065 
June 198¢ 


FOREIGN TRADE AND INVESTMENT 


HEILONGJIANG PLANTS GIVEN GREATER AUTONOMY IN FOREIGN TRADE 
SK111030 Harbin Heilongjiang Provincial Service in Mandarin 2100 GMT 10 May 86 


[Text] The Harbin Electrical Machinery Plant, the Jiamusi Electrical 
Machinery Plant, and five other machinery and electrical product plants 
of our province have been designated as the state's first group of 
enterprises entitled to greater autonomy in foreign trade. 


Machinery and electrical product enterprises of our province possess fairly 
substantial strength, and many of our machinery and electrical products 
have entered the international market. The successful operation of the 
large 210,000-kilowatt thermal power-generating equipment exported to 
Pakistan for the first time through bidding by the Harbin Power Station 
Equipment company has shown that the large power-generating equipment 
designed, manufactured, and installed by our province has a very strong 
competitive edge in the world. 


In order to arouse the initiative of enterprises in earning foreign 
exchange through exports, and gradually establish a network for the 
production of export machinery and electrical products, our province's 
Harbin Electrical Machinery “lant, Jiamusi Electrical Machinery Plant, 
Qiqihar No. 1 Heavy Machinery Plant, Harbin Power Station Equipment Company, 
Harbin Measuring and Cutting Tools Plant, Harbin Bearings Plant, and 

Harbin (Jiancheng) Machinery Plant were designated as our country's first 
group of machinery and electrical product enterprises entitled to greater 
autonomy in foreign trade after being examined and approved by relevant 
departments of the State Council. These enterprises with great autonomy 
enjoy the state's preferential policies in the import of equipment and 

raw materials, and in carrying out technical transformatior. At the 

same time, the state has also set forth specific demands on these enterprises. 


/12624 
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2 June 1986 


FOREIGN TRADE AND INVESTMENT 


GOVERNOR ATTEDS JIANGXI ECONOMIC, TRADE MEETING 
OWO70806 Nanchang Jiangxi Provincial Service in Mandarin 1100 GMT 3 Mar 86 


[Excerpts] Jiangxi Province recently held a provincial economic and 
trade meeting in Xinyu City. The meeting pointed out: It is necessary 
to mobilize governments at all levels; arouse enthusiasm in all 
quarters; and for both the leadership and the rank and file to make 
joint efforts to increase export trade, earn more foreign exchange, 
and improve Jiangxi's economic work and trade as soon as possible. 
This should be achieved in the same way in which we support the 
construction of the old revolutionary base areas and lengthen the 

two short legs [as heard]. 


The meeting pointed out: In 1965 Jiangxi's export trade growth was 
slightly higher than the national average. However, it still lagged far 
behind some other provinces, and was incommensurate to Jiangxi's 
abundant natural resources and total industrial and agricultural 

output value. 


Ni Xiance, deputy secretary of the Jiangxi Provincial CPC Committee and 
governor of Jiangxi, attended and addressed the meeting; as did 

Jiang Zhuping, member of the Standing Committee of the provincial 
Party Committee and vice governor of Jiangxi. 


/12624 
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JPRS-CEA-86-065 
2 June 1986 


FOREIGN TRADE AND INVESTMENT 


HUNAN GOVERNOR MEETS VISITING HONG KONG DELEGATION 
HK141308 Changsha Hunan Provincial Service in Mandarin 1100 GMT 9 Apr 86 


[Text] Led by Mr (Ma Szu-ming), president of the Hong Kong Hutchison 
Whampoa Group, and (Huang Ni-hung), acting chairman of the board of directors 
of Hong Kong (Zhongxin) Investment Compaay, Limited, the hometown-visit ing 
delegation of Hong Kong business circles, composed of 11 personi, arrived 

in Changsha this morning. The delegation will pay 4-day visits to our 
province and will hold talks on economic cooperation. 


At the invitation of the provincial government, this delegation of Hong Kong 
business circles has come to visit our province. The Hutchison Whampoa 
Group is one of the financial groups in Hong Kong with the greatest actual 
strength. Its gross capital exceeds $1 billion. 


In January of this year, supported by Mr K.S. Li, chairman of ths board 

of directors of the Hutchison Whampoa Group and a famous Chinese entrepreneur 
in Hong Kong, the Hutchison Whampoa Group and the Hunan International 
Economic Development Company set up (Zhongxin) Investment Company, Limited, 
with joint capital. Thus, the Hutchison Whampoa Group has established 
connections with our province. 


After the delegation arrived in Changsha this morning, Governor Xiong 
Qingquan met all members of the hometown-visiting delegation and held 
cordial talks with them. Governor Xiong introduced our province's situation 
in resources and economic construction and hoped to import capital and 
technology to speed up economic construction. 


Mr (Ma Szu-ming) and others were greatly interested in our province's 
abundant resources and in the big market and declared that they would 
carry out extensive and long-term economic cooperation with our province 
so that the connection already established can become still closer. 


{12624 
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JPRS-CEA-86-065 
2 June 1986 


FOREIGN TRADE AND INVESTMENT 


HEILONGJIANG'S EFFORTS AT ECONOMIC MODERNIZATION SKETCHED 
Beijing LIAOWANG [OUTLOOK] in Chinese No 48, 2 Dec 85 p 27 


{Article by Kang Weizhong [1660 0251 0022] and Wang Baoxin [3769 1405 2946]: 
"Open the Main Gate and Advance into the World---An On-the-Spot Report on 
Heilongjiang Province's Work in Opening to the Outside World") 


[Text] On 25 and 26 August, Heilongjiang Province held talks on economic and 
technical cooperation and on export goods at which it received more than 800 
foreign guests, the largest number of people to attend similar talks in the 
country this year. Export trade transactions concluded during the talks 
amounted to $342 million, and 62 joint venture, cooperation, and compensation 
trade agreements and agreements for the importation of technology and 
equipment were signed, totaling an investment of more than 260 million yuan. 
This included the signing of 10 contracts for economic cooperation and 
compensation trade and 50 contracts fur the importation «of technology and 
equipment. In addition, 77 agreements and declarations of intent were signed 
for economic and technical cooperation and the importation of technology and 
equipment. During 1985, the province concluded a total of ‘76 agreements for 
the importation of technology and equipment for joint ventures, cooperation, 
and compensation trade for a total investment of more than 635 million yuan 
and it concluded a foreign exchange volume of more than $135 million. Use of 
foreign capital more than doubled over 1984 and was greater than the total 
amount of foreign capital used during the previous 5 years. 


Following the 3d Plenum of the 11th Party Central Committee, in order to 
translate advantages in natural resources into production advantages and 
economic advantages, the Heilongiiang Provincial CPC Committee and the 
provincial government formulated correct strategic objectives for opening to 
the outside world and enlivening the domestic economy. The Provincial CPC 
Committee and provincial government repeatedly discussed and studied these 
matters, concluding that opening to the outside world was a road that had to 
be taken for vigorous development of Heilongjiang's economy. This was because 
most of the equipment and technology required for energizing key enterprises 
for development of the province's national economy, and particularily the 
equipment and technology in the the 20 key projects built during the First 5- 
Year Plan, is outmoded. Furthermore, most of these enterprises were for the 
preliminary processing of raw materials and the province had large amounts of 
other natural resources urgently in need of development. Thus, the importation 
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of the technology, capital, and all the advanced things the province needed 
through opening up to the outside world had become a key issue in the vigorcus 
development of Heilongjiang that had to be taken firmly in hand, actively and 
with initiative. 


How could Heilongjiang Province, which has always been regarded as the "great 
northern waste, open its main gate? To use the words of the provincial 
governor, Hou Jie [0186 2212], this meant "making the most of advantages, 
taking the initiative in moving out, making friends on a wide scale, and 
Strengthening ties." Principal leading cadres in the Heilongjiang CPC 
Committee and government have visited some countries and regions in Europe, 
North America, and Southeast Asia, have had wideranging contacts with 
governments, economic circles, and persons in industry, have increased their 
understanding, and have sought to increase channels, levels, and forms of 
economic and technical cooperation. In order to provide foreign traders with 
an understanding of Heilongjiang, in 1984 Provincial Governor Hou Jie held a 
press conference in Hong Kong that was attended by Chinese and foreign 
correspondents, which provided a systematic briefing on Heilongyiang. Early in 
1985, he held a news release conference in the capital at wiich provincial 
government persons in charge again announced Heilongjiang Province's desire to 
cooperate with foreign countries on 110 projects, and that the Heilongjiang 
Provincial Government had instituted 12 preferential policies concerning 
taxes, markets, prices, foreign exchange, and import ani export controls for 
investments in various kinds of enterprises in the province by compatriots 
from Hong Kong, Macao, and Taiwan, by overseas Chinese abroad, and by foreign 
traders. 


Heilongjiang Province has set up in Hong Kong the Port Consultation and 
Development Company Limited, the Longfeng Company Limited, and the Longguang 
Enterprise Company Limited, and it jointly operates with local notables the 
Benha [phonetic] Company Limited in Zaire. In the United States, it operates a 
joint venture with overseas Chinese in Guam called the Pacific Group 
Development Company, and in New York it has established the Heilongjiang 
Commercial Department as part of the Chinese Trade Center. It maintains 
Similar organizations in Hamburg and in Madagascar. It has used these 
"windows" for wide-ranging development of foreign contacts, causing a 
"Heilongjiang craze" in some countries and regions. During the past lor 2 
years, nearly 30,000 compatriots from Hong Kong und Macao, overseas Chinese 
from abroad, and foreigners have annually visited Heilongjiang for economic 
and technical discussions, for sightseeing, and for tourism. Inside China, 
Heilongjiang Province has established diverse economic and technical 
cooperative relationships with more than 300 cities in 28 provinces, 
municipalities, and autonomous regions. 


Once numerous economic and technical cooperation projects have gone into 
production, they have effectively improved the technical quality of 
enterprises, improved product quality, increased competitiveness and developed 
Staying power. For example, the Haerbin Electric Cable Plant introduced new, 
internationally advanced oxygen-free copper rod technology to solve the 
problem of the not very high quality of its electric cables. As a result, the 
enterprise's technclogical level and the quality of its products reached 
advanced world standards, and economic results rose markedly. After the 
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Haerbin Linen Textile Plant imported advanced linen weaving equipment, product 
quality rose, colors and styles increased, and the increase in output value 
during the s7me year that the equipment went into production amounted to 23 
million yuen. 


When General Secretary Hu Yaobang visited Heilongjiang <a a fact-finding 
mission in August 1984, he gave instructions on Heilongjiang's further opening 
of its main gate to the outside world. The provincial CPC Committee and the 
provincial government reviewed and sumzarized experiences for the several 
previous years in opening to the outside world, positively made adjustments to 
the open door structure, opened up the frontier ports on the Hei He and the 
Suifen He, and developed water, land, and air transportation avenues between 
the ports and the hinterland. As aresult, this inland province graduaily 
turned into a port province. Great increase also took place in the province's 
small volume of trade with the Soviet Union, this year's export of 330,000 
tons of soybeans to the USSR having been completed ahead of schedule. 


The provincial CPC Committee and the provincial government proposed 10 
additional specific actions for further implementation of Central Committee 
directives and for widespread development of economic and technical 
cooperation with the outside world and for preparing the wherewithal for an 
economic takeoff. These actions included further institution of preferential 
policies for opening to the outside world; establishment of direct economic 
channels to foreign countries; emphasizing strengths and avoiding weaknesses 
in the launching of economic and technical cooperation with foreign countries; 
encouraging enterprises to expand their exports to produce foreign exchange; 
drawing up near-term and intermediate-term economic and technical cooperation 
plans; launching of imports from outside and contacts inside to promote inter- 
province economic and technical cooperation; acceleration of the training in 
groups and over a period of time of cadres for work in the foreign economic 
field; increased building of an economic and technical information network; 
launching of economic diplomacy inside and outside China; and establishment of 
a centralized economic and technical cooperation organization. All this work 
is presently in train. 


Heilongjiang Provincial Governor Comrade Hou Jie believes that though 
Heilongjiang Province has scored achievements in opening to the outside world 
in a short period of time and has explored some experiences, nevertheless it 
still has to put a lot of effort into economic and technical cooperation with 
the outside world and it has to link these efforts to the national economic 
development strategy. It has to place major emphasis on the training of a 
corps of economic cadres, further widen the sphere of cooperation, and render 
good performance ir all-around planning and overall deployme.:'® so that tne 
vigorous growth of Heilongjiang's economy will see a new takeoff. 
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FOREIGN TRADE AND INVESTMENT 


OPPOSITION EXPRESSED TO AMERICAN TEXTILE RESTRICTIONS 
Beijing LIAOWANG [OUTLOOK] in Chinese No 48, 2 Dec 85 pp 31-32 


[Article by Li JZongyang [2621 1350 2554]: "American Bill That Seriously 
Damages the Interests of Developing Countries" ] 


[Text] On 13 November, the United States Senate passed a bill that places 
harsh restrictions on the importation of textiles and ready-made clothing. 
This bill and the same kind of bill passed on 10 October by the Hceuse of 
Representatives will seriously damage exports by developing countries. 


Acting in the name of protecting the United States textile industry, the two 
houses of Congress set out unilaterally to scrap the international obligations 
the United States assumed within the purview of the General Agreement on Trade 
and Tariffs [GATT] without regard for bilateral textile product trade accords 
concluded with more than 30 trading partners, tremendously reducing or 
freezing textile import quotas. According to the provisions of the harsh 
Jenkins bill, 1985 exports to the United States of textiles and ready-made 
clothing by 11 countries and regions in Asia and Brazil in Latin America are 
to be reduced by an average 35 percent. Expoi'ts from Indonesia, Thailand,and 
the Philippines will be cut by 81 percent, 64 percent, and 21 percent 
respectively. China's exports to the United States of textiles and ready-made 
clothing are also to be slashed 56 percent. As a result of this action, our 
deficit of trade to the United States will increase by $500 million. According 
to the provisions of the bill passed by the Senate, even though China's 
exports of textiles to the United States will not reach the increased quotas 
set by the "Multi-Fiber Arrangement" [MFA], they will violate the clauses 
pertaining to consultation contained in the Sino-American bilateral textile 
trade agreement. All kinds of textiles not currently subject to import 
regulations will be made a part of the unilateral restrictions. 


Textiles and ready-made clothing are the main export items and sources of 
foreign exchange earnings for very many developing countries and regions. It 
has been estimated that as a result of the American important restrictions 
these countries will sustain a decline in foreign exchange amounting to $3.5 
billion annually, and large numbers of workers in these countries will lose 
their jobs. The All Pakistar Textile Plant Association is apprehensive that 
the American bill restricting textile imports "might mean disaster for us." In 
Indonesia, a 3.5 million member textile trade union recently pointed out 
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indignantly that this American bill "is a departure from America's own free 
trade principles." 


Ever since the United States became the most powerful country in the 
capitalist world, it has consistently supported so-called "free trade for a 
fairly long period of time." However, as the American Dupont Company's 
director, Heckert said recently, this was matter that took place in a 
Situation in which the "United States controlled world exports." Currently 
more than 300 proposals for the protection of individual industries or to 
attack individual exporting countries have piled up in the United States 
Congress awaiting decisions. The bill to restrict textile imports is the 
"spearhead" in this surge of trade protectionism. If these proposals, which 
amount to "buy American" become laws that are put into effect, then the 
principle of "fair free trade" will obviously no longer be utterable. 


In reality, as a result of the MFA passed in 1973 and the standards based on 
this accord that the United States bilaterally concluded in several score 
agreements with textile exporting developing countries, the United States 
alreadv severely restri:ted imports of various textile products and clothing. 
Accorcing to officially announced figures, American imports of textiles and 
ready made clothing declined 2.1 percent between January and August 1985 as 
compared with the same period during the previous year. During July and 
August, the decline was 13.3 and 7.2 percent respectively over the same period 
during the previous year. During the first 8 months of 1985, American imports 
from China of textiles and ready-made clothing were 20.6 percent less than 
during the same period in 1984. 


China is a relatively new textile trading partner of the United States. 
China's exports of textiles to the United States are by no means a very large 
proportion of America's total imports, but textiles are a substantial 
proportion of China's exports to the United States. According to published 
American materials, China's exports of textiles and ready-made clothing to the 
United States amount to 42.32 percent of its total exports to the United 
States. Import restrictions on export products of such a large magnitude will 
doubtlessly block entry into the Americen market of Chinese goods, and thus 
must block healthy development of Sino-American trade relations. In May 1985, 
the Chinese government solemnly pointed out that inasmuch as China has run a 
trade deficit for a long period of time in its trade with the United States, 
American acceptance of goods shipped to America from China in order to develop 
bilateral trade has been of particular significance. The bill limiting imports 
of textiles and ready-made clothing passed by the two houses of Congi‘ess has 
clearly not seriously considered the legitimate interests of China. 


Looked at in another way, American limitations on imports of Chinese textiles 
and ready-made clothing will seriously affect America's own exports even in 
the absence of legitimate retaliation. Revision of foreign aid bill number 327 
approved in June 1985 by the United States Senate Foreign Relations Committee 
pointed out that inasmuch as the People's Republic of China is the world's 
largest potential market, Congress feels that exports should be increased to 
insure greater entry into the increasingly developing China market. But if 
Chinese exports to the United State. of textiles and ready-made clothing are 
to be harshly limited, China's adverse balance of trade is to increase and 
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foreign exchange to decrease, how will China be able to import more American 
products? 


The content of the bill from the two houses of Congress limiting imports of 
textiles and ready-made clothing contravenes both the bilateral trade 
agreement between China and the United States and the MFA. Moreover, such a 
bill that disregards the development of trade relations between one country 
and another and that places the blame on its trading partners for its labor 
problems and adverse balance of payments that result from internal imbalances 
in the American economy is also extrerely unjust. Consequently, governments, 
businesses, and the masses of workers in numerous textile exporting countries 
and regions such as the Philippines, Indonesia, Thailand, and Hong Kong have 
used various methods to express their intense dissatisfaction. It should be 
particularly noted that for the United States to institute harsh limitations 
on imports of textiles would not be consistent with the provisions of article 
301 of the trade law of the United States itself. According to that article, 
the president of the United States has authority to fix import quotas only to 
help exporters who have been limited by foreign trade barriers. In point of 
fact, the difficulties in which the American textile industry finds itself are 
not the result of foreign limitations on its exports. Therefore, it is 
unreasonable for the United States to adopt restrictive measures unilaterally. 


Reportediy President Reagan will veto the bill limiting textile imports, and 
at the present time the number of supporters of the bill to restrict textile 
imports in both houses of Congress is insufficient to override the president's 
veto. However, American government officials privately acknowledge that even 
were Reagan to veto the bill, the fact that such protectionist legislation had 
been passed by Congress could be used as a bargaining chip for warning 
America's trading partners. If this is truly the case, such a political game 
should not be played. 


Today many members of government and the public express apprehensions lest 
protectionist legislation limiting textile imports not only place obstacles in 
the way of the development of trade between one country and another and impose 
serious hardships on the economy and society of developing countries, but also 
adversely affects the export of billions of dollars’ worth of American 
agricultural products, forcing consumers i: the country to spend $14 billion 
each year as a result of price inflation, creating widespread employment among 
retail employees, longshoremen, and transportation workers, and reducing 
American government revenues from tariffs by $2.5 billion. 


Development of trade relations between the United States and China hold broad 
prospects. The amount of bilateral trade between China and the United States 
will continue to grow this year. There“ore, so long as both sides have the 
desire to continue to promote healthy development of trade relationships, no 
new barriers can be permitted to be erected on the road ahead. 
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FOREIGN TRADE AND INVESTMENT 


BRIEFS 


JILIN FIRST-QUARTER EXPORTS--In the first quarter this year, Jilin Province 
exported commodities worth $120.14 million, accounting for 27.17 percent 

of the annual export plan, a 176 percent increase over the figure of the 
corresponding 1985 period, and equal to the gross export volume of 1981. 

By the end of March, the province exported 750,000 tons of corn, accounting 
for 26.8 percent of the annual export plan, and overfulfilled its quarter 
Gaoliang export plan by 50 percent. [Excerpts] [Changchun Jilin Provincial 
Service in Mandarin 1030 GMT 17 Apr 86 SK] /12624 


HEILONGJIANG DEVELOPS BORDER TRADE--Since the border trade with the far 
east areas of the Soviet Union was restored in 1982, our province's export 
and import volume has reached more than 100 million yuan. The reasonable 
structure of imported or exported commodities has formed the relationship 
in which the province and the Soviet areas help supply each other's needs. 
The province's imported commodities chiefly are timber, cement, glass, 
fertilizer, (soda ash), refrigerators, vacuum cleaners, and meat mincers. 
The province's exported commodities chiefly are soybeans, canned meat, 
fruits, shelled peanuts, garments, knitted and textile goods, vacuum bottles, 
and bristle brushes. Since 1985, our province has also conducted the 

pilot work for exchanging commodities with Poland and Czechoslovakia 
through these Soviet areas. [Text] [Harbin Heilongjiang Provincial Service 
in Mandarin 2200 GMT 21 Apr 86 SK] /12624 


PRC SATELLITE STATIONS--According to ZHONGGUO DIANZI BAO [CHINA ELECTRONICS 
JOURNAL], after being displayed at the Asian and Pacific Fair in Beijing in 
1985, the 6-meter satellite TV ground station, which was produced by the No 
39 Research Institute of the Ministry of Electronics Industry, was chosen by 
the China Council for the Promotion of International T. ade as an exhibit of 
the International Fair to be held in 1986 in Moscow. At the Asian and Pacific 
Fair, 650,000 yuan of deals were made on the 6-meter satellite TV ground 
stations of the No 39 Research Institute, accounting for almost 50 percent of 
the total transactions of the electronic exhibition hall. On the opening day 
of the Asian and Pacific Fair, the commercial councilor of the U.S. Council in 
China expressed his intention to buy the 6-meter station immediately after he 
watched U.S. and Australian TV programs received by the 6-meter station via No 
14 international communications satellite, which is above the Pacific. 
Singapore, Canada, Austrialia, Indonesia, and India are all very interested in 
the satellite TV gound station and hope that they can exchange information and 
carry out further talks with the research institute. [Text] [Beijing RENMIN 
RIBAO OVERSEAS EDITION in Chinese 20 Dec 85 p 3] 12302 
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SPECIAL ECONOMIC ZONES 


HONG KONG BUSINESSMEN INVEST HEAVILY IN XIAMEN 
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 20 Dec 85 p 3 


[Text] Hong Kong investments account approximately for 65 percent of foreign 
capital in the Xiamen Special Economic Zone and rank in the first place. 


According to statistics, since its founding in 1980, the Xiamen SEZ has signed 
280 contracts with foreign and Hong Kong investors on joint venture, 
cooperative, and wholly-owned business projects involving a total investment 
of $614 million. Among them, 217 projects are funded by Hong Kong investments 
amounting to $399 million. 


Hong Kong investments cover a wide range of businesses including industrial 
production, real estate, communications and transport, tourism, and commerce. 
The development of the Huli industrial district as a whole and the soliciting 
of foreign investment for this purpose are taken care of mainly by the Xiamen 
SEZ Joint Development Company, which was jointly established by 13 Chinese 
banks in Xiamen and Hong Kong. This company is planning to invest 300 million 
yuan in Huli to carry out 20 projects. 


Many projects funded by Hong Kong investment in the Xiamen SEZ have begun to 
yield relatively good economic results. Yongtai Electronics, Ltd., which is 
wholly owned by Hong Kong investors, produces multi-purpose computer 
telephones and sells all its products abroad. Xiamen and Baodun Investment, 
Ltd. of Hong Kong cooperated in building the New Hubin Overseas Chinese 
Village. Since houses built during the first and second phase of construction 
sold well, they signed another contract on the third phase of construction. 


Since the beginning of 1985, the number of Hong Kong businessmen engaging in 
real estate in Xiamen has increased markedly. As of today, four companies-- 
the Meihui, Baiying, Jianyuan, and Longquan--have signed contracts with 
Xiamen, deciding to cooperate with Xiamen in building a number of apartments, 
high rises, new residential areas, and villas with a total floor space of 
about 150,000 square meters. 


Hong Kong businessmen are also front runners in the capital import of the 
Xiamen SEZ. China's first joint venture bank--the Xiamen International Bank, 
which was opened at the end of November 1985--was established jointly by 
Fujian Province and the Pan-Indian Corporation, Ltd. of Hong Kong. 


12302 
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2 June 1986 


SPECIAL ECONOMIC ZONES 


XIAMEN BECOMES EXPORT-ORIENTED 
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 8 Jan 86 p 3 


[Text] By opening up avenues for foreign exchange earnings, Xiamen City 
exported over 100 million yuan of local products in 1985, a 50-percent 
increase over 1984, thereby accelerating the transfer of the zone's economy to 
an export-oriented one. 


In 1985, the Xiamen City Government adopted some preferential measures. For 
instance, it allowed enterprises which produced new export products to deduct 
interest on loans, designated specialized foreign trade companies as export 
agents for products made in the zone, awarded erterprises which, earned a 
remarkable amount of foreign exchange, and made concrete stipulations 
regarding the sharing of foreign exchange earnings. These measures aroused the 
enthusiasm of enterprises producing and dealing with export products for 
earning foreign exchange. Many enterprises which produced traditional export 
products worked to upgrade products and increase export volume. In spite of 
the considerable amount of difficulties in exports in 1985, specialized 
foreign trade companies organized sources of goods in all fields and managed 
to export over $17 million of products on behalf of the Xiamen SEZ by November 
1985. 


In order to keep foreign trade channels unclogged, Xiamen City further 
reformed the foreign trade system and increased the number of industrial 
enterprises, which handled exports on their own, to 36. These factories 
combined industrial and trade processes, directly contacted, negotiated with, 
and signed contracts with foreign pusinessmen, promptly organized production 
in accordance with foreign economic information, and opened up new export 
channels. As of today, industrial enterprises have earned $3.5 million by 
exporting products on their own. At the same time, Xiamen City also began to 
handle entrepot trade. In 1985, the city established duty-free warehouses to 
store electrical appliances, steel products, machinery, equipment, and other 
imported commodities and then ship *hem out to other countries. This business 
has raked in over $10 million of foreign exchange in storage fees, freight, 
processing fees, and service charges. Currently, countries and areas using 
Xiamen as an entrepot are Hong Kong, Japan, the United States, and the 
European Economic Community. 
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STATE ALLOCATES MORE AID FOR MINORITY NATIONALITIES 
0W051733 Beijing XINHUA in English 1423 GMT 5 May 86 


{Text] Beijing, 5 May (XINHUA)--China is to allocate more than 

nine billion yuan this year as subsidies and specia! funds to areas 
inhabited by minority nationalities, an official of China's Nationalities 
Affairs Commission said today. 


This is 600 million yuan more than the figure last year, added Batu, 
diructor of the commission's finance and economics department. 


He said that, apart from a 10 percent raise in financial subsidies, the 
country will also increase its development funds to the five autonomous 
regions of Xinjiang, Tibet, Inner Mongolia, Ningxia and Guangxi as well 
as to Yunnan, Guizhou and Qinghai provinces. 


He explained that these subsidies and special funds include mobile and 
reserve funds for areas which have autonomous areas for minority 

-Mationalities, subsidies for capital construction in frontier areas 
and allowances for minority nationality areas. 


The official, who is of the Mongolian nationality, said the state will 
also earmark 100 million yuan to help spread primary-school education 
in areas inhabited by minority nationalities in every year of the 
Seventh Five-Year Plan period (1986-1990). 


He urged minority areas to make good use of these funds so as to speed 
up economic construction in these areas and improve the material and 
cultural life of minority rationalities. 


/12624 
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POPULATION 





BRIEFS 


BOOK SERIES ON POPULATION--A book series on China's population to be 
published in the next five years will "fill in some academic gaps", according 
to the "Health Journal". Im addition, the journal says, it will help 

people understand and tackle China's population problems, the journal said. 
Included will be topics such as population make-up and trends, birth and 
mortality rates, and the urban, senior and female population. [Text] 
[Beijing XINHUA in English 1455 GMT 30 Apr 86 OW] /12624 
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CHINESE MEDIA ON FOREIGN ECONOMIC AFFAIRS 


ut 


LIAOWANG REPORTS ON ECONOMIC REFORM IN BULGARIA 
HK061440 Beijing LIAOWANG in Chinese No 16, 21 Apr 86 pp 34, 35 


{["Special dispatch" from Sofia by contributing correspoudents Sun Weixi 
[1327 4850 3556] and Wang Jinbo [3769 6855 2672]: "he Bulgarian Communist 
Party has Decided on the Policies for Scientific and Technological 
Revolution and Economic Reform" ] 


[Text] "The reform we have embarked on is not only broad in scale and 
complex, but also rigid. We must blaze a trail through all manner of 
difficulties and will meet with many things we do not know. However, 

for the sake of the people and social progress and in order to work for the 
well-being of the people, we must carry the reform through to the end 
because we have started it." This call was made by Todor Khristov Zhivkov, 
general secretary of the Bulgarian Communist Party [BCP] Central Committee, 
to all party members and the nation in his speech opening the 13th Party 
Congress. 


The 13th Party Congress was held in Sofia on 2-5 April. Zhivkov delivered 

a report at the opening ceremony. The meeting approved the Ninth 5-Year Plan 
and the national program for social, economic, and cultural development 
before 2000 and decided on the basic principles for scientific and 
technological revolution and economic reform in the next 15 years. At the 

lst plenum of the llth BCP Congress, 75-year-old Zhivkov was reelected general 
secretary. This was the eighth time he was elected top leader of the BCP 
Central Committee since he held the post of the party's first secretary 

in April 1956. 


Attach Primary Importance to Scientific and Technological Revolution 


The 13th BCP Congress attached strategic importance to scientific and 
technological revolution and placed it "before everything else" in the 

party. In his speech opening the congress, Zhivkov pointed out: "Scientific 
and technological revolution is suited to socialist society and also to 

the law of the development of capitalist society. For us, the promotion 

of scientific and technological revolution is aimed at building a developed 
socialist society." Therefore, "We must conduct a profound reform." 
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Bulgaria covers an area of over 110,000 square kilometers and has 

a population of about 8.9 million. In the prewar period, it was a 
poverty-stricken agriculture country and one of the most economically 
backward nations in Europe. Through more than 40 years of hard work, 
Bulgaria has been built into a relatively developed industrial and 
agricultural country. In the early 1980's, the national income was 

ll times greater than the figure of 1939, a year with a distinguished 
record in the prewar period, and industrial goods, instead of primary 
farm produce, constituted a large proportion of export commodities. 

The country ranks 14th among the world's 29 exporters of machinery. 
Bulgaria is short of raw materials and energy. The extensive development 
of the national economy for many years in the past should be replaced 

by intensive deveiopment. Therefore, scientific and technological revolution 
will become a “super key" to the development of the national economy. 

In his speech, Zhivkov pointed out seriously: "Our science, both in 
promoting material progress and in developing cultural and social progress, 
is still divorced from actual conditions, and it has not been turned 

into omnipotent productive forces which can promote social progress in 

an all-round way." He also stressed: "We must make good use of foreign 
scientific, instrumented mechanisms. This is and will be of great value 
*‘ 9 our country, which has limited material and human resources." 


The 13th BCP Congress attached great importance to the growth of 
intellectuals and scientific and technical personnel. In his speech 

at the congress, Zhivkov noted: "We must considerably change our 
remuneration and incentive methods as well as the forms and methods for 
raising the professional skill of scientists, engineers, designers, and 
highly-skilled experts." 


"Economic organizations of self-government" have been set up according 

to a resolution adopted by the BCP Central Committee plenum in February 1985. 
They maintain independence in the financial, production, management, and 
legal aspects and are of socialist nature, which can produce material and 
spiritual wealth. 


The 13th BCP Congress pointed out: Implementation of the “principle of 
self-government" is aimed at "changing the principle of departmental 
management in economic work, getting rid of bureaucratic practices, 

and transiting to new planning and management methods," because the 
principle of departmental management "is no longer able to play to 
positive role" under the new historical conditions and “runs counter 

to the new trends of scientific and technological advance." This is 
why “we must remove obstacles and combine formation of strategic plans 
with the ample power and initiative of self-government organizations.” 


In order to stimulate the reform, an “economic committee” was established 
in January 1986 as a "supplementary organ for implementing state economic 
policies." All resolutions adopted by the economic committee within the 
limits of its authority are equally authentic as decrees issued by the 
national assembly. In formulating and implementing economic policies, 

the economic committee exchanges views with economic organizations of self- 
government, and by so doing, it establishes mutual relations with the 

State Planning Committee.” 
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In his speech at the 13th BCP Congress, Zhivkov stressed: "Economic 
organizations of self-government are engines of economic activities, they 
implement state economic policies, and work as producers of socialist 
commodities. A new type of relationship must be established between 
economic organizations and government departments. Such a relationship 
enables them to play their role of commodity producers on the basis of 
self-government in the whole course of reproduction." 


Economic Race and Competition 


In the light of Zhivkov's report and summary made by the BCP Central 
Committee, the 13th BCP Congress called for economic race and competition 
at home and abroad in future economic development. 


Zhivkov said: "In my opinion, there is no reason for us to fear 

competition. We have no grounds to continue nursing our commodity 

producers in hothouses. Experience teaches us that we have been in a 

state of competition for a long time." From now on, “Economic mechanism 
should become an effective means in promoting emulation and competition among 
socialist organizations. Economic mechanism should respect the interests 

of both consumers and commodity producers." 


In order to meet the needs of carrying out scientific and technological 
revolution and economic reform in the country, government organizations 
were readjusted with a change of personnel before the 13th BCP Congress. 
The plenary session of the party Central Committee held in January this 
year decided to set up an economic committee, a social committee, and 

a scientific, cultural, and educational committee (at the 20th meeting 
of the national assembly held in March this year, the scientific, 
cultural, and educational committee was redesignated as 4 committee for 
spiritual development); disbanded the State Planning Committee and the 
Ministry of Foreign Trade; and established many relevant departments. 
Following the readjustments of government organizations, there was a 
series of personnel changes. According to an incomplete estimate, personnel 
changes before the 13th Party Congress involved 32 cadres, including the 
chairman of the national assembly, ministers, and vice ministers. This 
was the greatest reshuffle of senior government officials in Bulgaria 

in recent years. 


The new leading body of the BCP Central Committee elected at its 

13th Congress comprises 22 persons: 11 full members and 4 candidate members 
of its Political Bureau and 9 members of its Secretariat (4 members of the 
Secretariat are also members of the political bureau). The average age of 
all members of the Political Bureau is 58.6. In terms of the composition 

of the Political Bureau as a whole, it has gained more leaders in their 
prime with professional knowledge who have been appointed to take charce 

of economic work. 
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LIAOWANG ON SOVIET REFORM OF ECONOMIC STRUCTURE 
HK281345 Beijing LIAOWANG in Chinese No 15, 14 Apr 86 pp 32-33 


[Article by Mao Rongfang [3029 5554 5364]: "The 27th CPSU Congress and 
Reform of the Economic Structure"] 


[Text] The 27th CPSU Congress convened not long ago ascertained the strategy 
for accelerating Soviet social and economic development proposed by the 
April 1985 CPSU plenary session. It is regarded as a key to solving all 
problems of the Soviet Union -- short- and long-term, economic, social, 
political and ideological, internal as well as external. The approaches 

to realize this strategy for development are: Accelerating the progress 

of science and technology, readjusting the investment policies and structure 
of the national economy, and improving the efficiency of the national 
economy's management. All this, in the final analysis, is determined by 
whether it is possible for basic reform of the existing economic system 

to succeed. 





Evaluation of the Existing Economic Structure 


Is it necessary to carry out basic reform of the existing domestic economic 
structure? For a long time, opinions have differed on this question in 

the Soviet Union. One opinion is that production relations and the nature 
of productive forces will automatically adapt to each other under socialism; 
therefore, the economic structure in operation will also automatically 
adept to the nature of the development of productive forces; regarding 
which, no reform is necessary; only some improvement will suffice. 

Objective causes often take the blame for problems and difficulties emerging 
in the economy. Since improvement in the economic structure was carrie 
out in 1965, the Soviet Union stressed only "making perfect and complete" 
the economic structure in operation, but never mentioned reform, not to 

say basic reform. It is precisely under the guidance of such a concept 

that the economic structure formed under the historical condition of the 
1930's has undergone important reform, save some partial and minor mending. 


The 27th CPSU Congress made an entirely different evaluation of the existing 
economic structuze. In this political report, Gorbachev criticizes the 
so~called theory of automatic adaption and aptly points out that the existing 
Soviet economic structure which took shape under the condition of extensive 
development has "gradually become outmoded" begun to lose its stimulation, 
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and even become a roadblock to the development of productive forces. It is 
precisely based on such an analysis that the 27th CPSU Congress formulated 
its principle that basic refora should be carried out of the existing 
economic structure instead of partial improvement. Opinions abroad believe 
that this is a breakthrough in the udnerstanding of the CPSU leadership, 
which gives the green light to the reform of the Soviet economic structure. 


Basic Direction and Essence of the Reform 


Reform primarily involves the emancipation of minds and eradication of 
prejudices. Gorbachev stresses that it is necessary to eliminate 
conventional thinking and mode of practice and that sme theoretical 

views and concepts should be dealt with in a new approach, starting from 
the needs of realities. This applies to theoretical issues having a 
direct bearing on the reform of the economic structure in particular, 

such as the interaction between productive forces and production relations 
under socialism, the relation between socialist oswnership and the economic 
form realizing such ownership, the relation between commodities and money, 
and the linkage between the central authorities and the self-decision 
power of economic organizations. 


The aim of the reform of the economic structure is to make sucial prcduction 
meet social needs. It is necessary to make management try to improve 

the economic results of social production and product quality, step up the 
progress of scienceanmd technology, and bring into play the initiatives 

and socialist enterprising spirit of all links in the national economy, 
labor collectives primarily, and the workers’ concern for the result 

of their work. The basic direction and essence of re‘orm are: 


1. Readjusting the economic relation between the state and the enterprises. 
The basic concept is the focus on the dialectical unity between 
centralizaton and decentralization. On the one hand, the central level 

is required to go all out to grasp macrocontrol over the economy, namely 
the basic target of relevant economic strategy, and the rate and proportion 
in the development of the national economy, and its balance. To achieve 
this, it is primarily necessary to reorganize the work of the State 
Planning Committee, ridding it of the day-to-day economic affairs, so 

that it may become a genuinely scientific advisory department of the state 
and may improve its efficiency in centralized leadersh 'p of the economy. 

On the other hand, it is necessary to expand the decisionmaking power 

of the enterprises and to heighten their responsibility for the final 
economic results of their work. Production corporations and enterprises 
should become complete economic accounting units with self-raised funds, 
and their role as socialist commodity producers should be strengthened. 

And second, in the agricultural managerial structure, the economic relations 
between the state, the collective, and the individual will also be 
readjusted. The 27th CPSU Congress proposed two new measures: First, 

the state will stipulate a fixed annual product purchase quota in the 
5-year r’an for collective and state farms; the overfulfilled portion is 
left to the farms’ disposal. Second, in continuing to promote the collective 


103 

















contracted responsibility system for production teams and groups, the 
contracted responsibility system on the household basis will also be spread. 
For a long time, opinions have differed on the contracted responsibility 
system on the household basis, and there is no 2nd to the debate. However, 
this form of labor organization and work payment was affirmed for the 

first time in the political report of the 27th CPSU Congress. The 20 March 
issue of PRAVDA even published an article to propagate the advantages of 
the contracted responsibility system on the household basis when criticizing 
some people for underestimating, and even strongly opposing, the contracted 
responsibility system on the household basis.- These two reform measures are 
expected to promote the initiatives of agricultural labor collectives and 
individuals and accelerate agricultural development. 


2. Strengthening utilization of the relation between commodities and money, 
and adopting the approuch of economic leadership. The 27th CPSU Congress 
explicitly proposed reforms in the existing systems of materials and 
technology supplies, prices, finance, credit, and economic stimulation. 


The direction for reform in the system of materials and technology supplies 
7S to develop the lateral linkage between production enterprises and their 
customers -- namely, setting up long-term economic linkage between the 

two parties on the basis of a contract -- so that demand and supply will 
come together face to face in developing the wholesale business of production 
means. The wording in the reform of the price system is rather cautious. 

It is only mentioned that the price system should be reformed in a planned 
way on principle, so that it may havc greater flexibilicy and more effective 
economic accounting may be implemented. However, the reform must be 
suitable for the task of raising the actual inc. .e of the citizens. 
Regarding the principle for price formation, it explicitly proposes that 
c«msideration should be given not only to procuction cost, but also the 
property, quality, and usefulness of products, as well as the law of supply 
and demand. It is estimated that no important changes will take place 

in the highly centralized Soviet price control structure. It will 

stimulate the progress of science and technology, and improve product 
quality chiefly by means of a price rise for good quality products 

and a price cut for inferior products. 


On the financial and credit systems, Gorbachev criticizes the practice of 
covering deficits of backward unite and localities by means of large-scale 
redistribution of profits of enterprises and departments as well as local 
income. He believes this prac.ice has shaken the economic accounting 
system and brought about the phenomenon of relying on others for support, 
which has actually weakened the effects of financial credit on the economy. 
The task of the reform of the financial and credit systems is to carry out 
economic stimulation in the economic activities of enterprises and to 
strengthen ecouomic accounting. An important component of the reform of 
the financial! and credit systems is to make complete and perfect the 
measures of turning over circulation tax, profits, and other budgetary 


payment. 
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In economic stimulation, the guiding idea is to link material incentive 
organically with material punishment, and to change the practice of 

"stressing material rewards only without meting out necessary punishment," 

as was the case in the past. In specific measures, it is necessary to 

embody the principle that the incomes of the labor collective and the 
individual depending directly on the results of the managerial activities 

of the enterprise and the work result of the worker, and egalitarianism must be 
overcome. 


3. Reforming the organizational structure of management. The basic 
orientation is to strengthen trans-departmental economic linkage, to 
develop all kinds of economic combination, and to streamline managerial 
links. First, numerous professions will be combined into a number 

of comprehensive entities, each comprising mutually connected departments. 
For example, the agricultural-industrial comprehensive entity formed not 
long ago is set up on the basis of six departments related to agriculture. 
Under preparation are the machine building comprehensive entity and the 
fuel comprehensive entity. Such comprehensive entities are favorable for 
overcoming departmental barriers and strengthening the lateral linkage 
between departments. And second, the original 3-level managerial system -- 
ministry, industrial corporations, and production corporations -- will be 
streamlined into a 2-level managerial system -- ministry and production 
corporations -- and the intermediate link, the industrial corporations, 
will be removed. At the same time, departmental management and local 
management should be rationally connected. 


4. Realizing all-round managerial democratization. In this respect, the 
inportance of the human factor is stressed. The 27th CPSU Congress proposed, 
on principle, the role of workers in management, the strengthening of 
socialist self-rule and supervision from bottom to top, and making it a 
system of the work report of economic organs and its openness to the public. 


Reform Has Just Begun 


The 27th CPSU Congress expressed its determination of the basic reform of 
the existing economic system and drawn out the basic outline and major 
respects of reform from now on, but it has not drawn up a specific 

plan for reform. Looking at the basic outline, the reform from now on will 
make greater breakthrough compared with the past project set in the key 
tune of "making perfect and complete.” 


In 1984, the Soviet Union carried out an economic experiment in more than 
700 production corporations and enterprises uncer 5 ministries, the 
contents of which included the essentials of the conception for the 

current reform of the economic structure. The realm of economic experiment 
gradually expanded in 1985 and 1986. The conditions for economic experiment 
are planned to become the managerial conditions for all industrial 
enterprises in 1987. 
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The Soviet reform of the economic structure has just begun at present. 

Reform is a very complicated and arduous task. It will involve all 

respects of social and economic life. All kinds of difficulties, resistence, 
and even new contracictions will come up in the course of reform. 

Regarding historical lessons, successes are difficult if comprehensiveness 
and resoluteness are not persisted in. The 27th CPSU Congress has attached 
importance to historical lessons. However, to achieve this, it needs 

not only determination but also time and unremittent efforts. 
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